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O K-F Distributors and parts warehouses 


» K-F Dealers, parts and service stations 


1947 was a Kaiser and Frazer year! 


A year ago, when production at Willow Run had climbed in six 
months from two cars a day to three hundred and fifty cars a 
day, we predicted that 1947 would be ‘‘a KAISER and FRAZER 
year.’’ The public made that prediction come true. More than 
125,000 cars came off our production lines last year. And today 
Kaiser-Frazer is the fourth largest manufacturer of automo- 
biles in the world! It certainly was a KAISER and FRAZER year! 


More than 125,000 Owners—You 
see KAISERS and FRAZERS wherever 
you go. Willow Run’s vast produc- 
tion is being taken by new owners 
as fast as the cars can be completed. 
More than 125,000 KAISERS and 
FRAZERS have been delivered. And 
production is being increased as 
rapidly as quality standards permit. 
We hope to double it this year. 


Millions of Miles of Motoring— 
KAISER and FRAZER owners have 


driven these cars hundreds of mil- 
lions of miles — in every part of the 
world. They write an average of a 
thousand letters a month — to tell 
how delighted they are with the 
performance, economy, roominess, 
and above all, the ride! Those 
owners who have taken long tours, 
have especially high praise for 
Kaiser- Frazer service everywhere. 


Service Wherever You Go—The 
Kaiser-Frazer dealer organization 





is one of the four largest in the 
world. And the Willow Run school 
for dealers’ mechanics and service 
managers is one of the finest in the 
industry. So wherever you go, you 
will find a Kaiser-Frazer dealer 
ready and eager to serve you — 
with modern equipment, genuine 
factory parts, and highly trained 
service men who know these cars 
thoroughly, inside and out. 


Early Delivery, Regular Price— 
Take a ride ina KAISER ora FRAZER. 
Drive one a few miles! Then you will 
know the reason why these 100% 
postwar automobiles are such a 
phenomenal success. Their new 
beauty, advanced engineering, ex- 
traordinary ease of handling, and 
superb riding qualities, will make 
you want one. And you can get one 
now — at the regular price, with or 
without a trade-in, and with full 
value for your old car — from your 
nearby Kaiser-Frazer dealer. 


KAISER-FRAZER CORPORATION ¢ WILLOW RUN, MICHIGAN 
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Successful 





Business Administration 


Most successful businesses have one quality in common— 
efficiency. In practically every department, outstanding 
aids to efficiency can be found in the products and services 


of International Business Machines Corporation. 


For All Accounting Procedures... 
IBM rvectric PUNCHED CARD 


ACCOUNTING SYSTEMS AND 
SERVICE BUREAUS 


For the Control of Time... 


IBM time RECORDERS AND 
ELECTRIC TIME SYSTEMS 


For the Typewritten Record... 


IBM rectric TYPEWRITERS 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building * 590 Madison Avenue, New York 22, N. Y. 
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Is Every American 


Rich? 


People in other lands say Americans are the 
best-dressed people in the world. 


Does this mean we are a country of rich 
people? No. It means we are people of a rich 
country. 


But not alone the richness of land and re- 
sources. Other countries have these, too—and 
in greater abundance. 


Then why has this country produced a 
standard of living that other countries con- 
sider fabulous? 


Why have we made a common-place in 
America of merchandise-laden store windows 
that would be a miracle in other lands? Why 
have land and resources jelled in such a way 
here as in no other country in history? 


Because of one resource that is more plen- 
tiful here than in any other country in the 
world—freedom. Freedom of Enterprise. Men 


Burlin oton Mills 


the Life of America” 


*«*Woven ng 


GENERAL OFFICES, 





of reasonable imagination are free to make 
anything for which they can find a market. 
And the better they make it, and the lower 
they get the price, the farther they go. 


Burlington Mills found a market for rayon. 
Just as Burlington was free to enter this mar- 
ket, so were people free to accept or reject 
its products. 


Burlington kept making its fabrics better 
and getting its prices lower. More and more 
manufacturers chose Bur-Mil rayons to make 
into suits, dresses, shirts, slacks, lingerie. More 
and more women used Burlington fabrics for 
spreads, drapes, furniture upholstery. 


Today, Burlington is one of the world’s 
greatest producers of man-made textiles. 


This is a tribute to Burlington Quality. But 
it is more a tribute to a country whose re- 
sources of freedom have made men resource- 
ful in the common good. 





Greensboro, N. C. 


Makers of - Women’s Wear Fabrics « Decorative Fabrics « Men’s Wear Fabrics « Hosiery « Ribbons « Cotton Piece Goods and Yarns 
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time, you investigated the company 
CONTENTS carefully — dividends, assets, liabili- 
PAGE ties, policies. You were satisfied it 
was a good investment. 
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This year 12,000 General Electric employees are taking 
educational courses provided by the company. Nuclear physics, 
electronics, scientific subjects are taught advanced workers. 
Apprentices are taught everything from machinist trades to higher 
engineering. In all, 63 courses are taught by 500 expert instruc- 
tors. By developing new skills and new talents, employees 
improve their jobs and increase their contributions to the quality 
of General Electric products. 





CO Cie fol pow confilence tr — 
GENERAL @ ELECTRIC 


Hear the Fred Waring Show... NBC Network Monday Night...10:30 EST—9:30 CST—8:30 MST—7:30 PST 
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Foreign Bifairs 


HAVE YOUR CAKE AND EAT IT... Once more, union 
leadership is proving itself guilty of a strange in- 
consistency. We refer to the proposal of William 
Green, president of the American Federation of 
Labor, that management and labor voluntarily set 
up a 45-hour work week as a means of producing 
more goods and thus help to restrain price advances. 
Mr. Green told the Senate Banking Committee that 
labor would consider working the extra five hours— 
at overtime rates—if Congress would approve effec- 
tive steps to halt spiraling prices. These should in- 
clude most of the 10-point anti-inflation program 
suggested by President Truman—except of course 
standby authority to control wages. 

Mr. Green also made it clear that labor would 
prefer a reduction in prices to a rise in prices. Before 
the same committee, he stated that ... “for its part, 
labor would rather see brought about a reduction in 
prices than to witness another round in the rising 
spiral of prices which would wipe out any wage 
gains they may secure.” 

_ Well, who wouldn’t. The consumer, always caught 
in the middle, certainly feels the same way. The 
trouble is that lower prices are hardly practical if 
overtime wage rates are demanded for any increase 
In production. The latter, clearly, would add to pro- 
duction costs and hence to prices. It would mean 
seven and one-half hours pay for five hours extra 


| Work above 40 hours, and this would raise average 


hourly wages by nearly 7%. Even then, one must 
assume realistically, there would be no assurance 
that labor unions would withhold demands for pay 
Increases. AS Mr. Green made clear, his plan would 
only be workable if the cost of living were held in 


E. A. Krauss, Managing Editor 


‘Politics - 
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The Trend of Events 


check, a highly doubtful prospect. 

Altogether, Mr. Green’s proposal looks like a back- 
door attempt to raise the general wage level without 
the formality of official wage demands, and without 
assuming responsibility for inflationary repercus- 
sions that must necessarily follow a “third round.” 
This kind of approach certainly contributes nothing 
to a solution of the price inflation problem. The end 
result would still be higher wages which inevitably 
would find expression in higher prices. 

At the same time, the suggestion of Charles E. 
Wilson, president of General Motors, that the work 
week be advanced to 45 hours, at straight time pay, 
as a means of lifting production, was roundly dis- 
approved by President Truman who said Mr. Wilson 
seem to be living in the 1890s. This despite the fact 
that Mr. Wilson additionally proposed that the 
straight hourly pay rate be increased by 6%. 

The basis of differences between the two proposals 
deserves some explanation. Mr. Green would 
lengthen the official work week to 45 hours, with the 
extra five hours paid at overtime rates. Mr. Wilson’s 
proposal is not intended as a permanent addition to 
the work week but simply as a temporary measure 
to get increased production and bring prices down 
through enlarged output. He postulates that under 
present law, manufacturers cannot work extra hours 
without paying a penalty in costs and that fre- 
quently it may be impossible, due to materials 
shortages, to work the extra hours. 

For this reason he suggests a flexible arrange- 
ment whereas Mr. Green insists on a guaranteed 45- 
hour work week which while raising costs would not 
always insure larger output. The manufacturers fre- 
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quently would have to pay for work not performed, 
thus would incur risks with no offsetting advantage 
unless the unions agreed to waive demands for 
higher straight wage rates which they are unwill- 
ing to do. 

Revival of discussion of lengthening the work 
week is salutary since it recognizes the fact that 
increased production can go far towards beating 
inflation. There is no way to cure shortages except 
by increasing supply or reducing demand. Since 
sentiment at this time is opposed to effective meas- 
ures looking towards reducing demand, it would be 
regrettable if the other alternative—greater output 
—were unattainable because of the penalty of higher 
costs placed on overtime production. 

It is becoming ever clearer that to get anywhere 
in stemming the inflationary tide, we must all be 
prepared to sacrifice something to a common effort. 
That something may be opportunity for immediate 
economic gain or it may be political advantage. If 
labor leaders try to extract all the traffic will bear, 
efforts to stem inflation in other quarters will re- 
main relatively ineffectual. 


CURTAILING BANK CREDIT .. . Cutting down de- 
mand by reducing the money supply is still very 
much in the foreground of official anti-inflationary 
thinking. To the measures discussed elsewhere in 
this issue, another has just been added. The Federal 
Reserve Board took another step to restrict bank 
credit by ordering reserve requirements of member 
banks in New York and Chicago raised from 20% 
to 22%, effective February 27. 

The order, aimed at curbing the volume of com- 
mercial loans in the two big money centers, will 
require New York City banks to add about $430 
million to their present reserves. Chicago banks will 
have to increase their reserves by almost $100 mil- 
lion. In the case of the New York member banks, 
the action will wipe out their present excess reserves 
of about $135 million and create a deficit of some 
$285 million which will be made up presumably by 
selling short term government securities rather than 
by cutting down on loans. These banks still hold 
some $1.3 billion Treasury bills. Deferring the effec- 
tive date of the new measure will give them time to 
make the necessary adjustments. 

This latest effort to shrink bank credit will accom- 
plish that by cutting the amount of deposits the 
banks will have available for lending, but whether 
it will have the restrictive effect sought is open to 
some question. New reserves can easily be created 
by the sale of the banks’ huge holdings of Government 
securities, and continuation of bank loan expansion 
at least over the next six months is widely antici- 
pated in banking quarters. 

Thus it is not at all unlikely that the 
Reserve Board will boost reserve requirements even- 
tually to the full statutory maximum of 26%. And 
if inflationary pressures then have not eased, it will 
be in a position to renew requests to Congress for 
additional credit control powers. This obviously is 
the indicated trend. When the present move is com- 
pleted with a final rise to 26%, the Reserve Board 
will be in a far stronger position with Congress to 
push the Eccles plan for creation of special bank 
reserves. It might then pose the alternative of either 


obtaining such authority or being forced to “pull ty 
plug on the Government bond market.” Since th 
latter, in the foreseeable future at least, appea 
unthinkable, the Board would indeed have a stroy 
case for the other alternative. 


FRENCH DEVALUATION .. . At long last, Frany 
has announced her long-pending devaluation steyg 
including a multiple exchange rate for the fray 
and creation of a free market for gold, dollars anj 
Portuguese escudos. The move was made despite ohf 
jections of the British Government and criticis 

voiced by the International Monetary Fund, and fy 
this reason alone is indicative of the extreme cong 
plexity of the present world currency situation. 

The serious view taken by the British Goveng 
ment can be judged by their last minute attempf 
to obtain at least some modification of the Frenej 
decision, though in vain. French authorities in tun 
are convinced that France’s economic situation 
particularly her dwindling exports and shortage of 
dollars, makes their action imperative. They als 
feel perhaps that the British are exaggerating the 
likely effect on the pound sterling. 

The French moves follow what the British Gov. 
ernment fears may prove a highly undesirable pat. 
tern of “transition” exchange rate adjustments that 
might force a reduced rate for sterling. It is similar 
though not quite the same as what Italy did a few 
months ago. Whether a multiple or fluctuating ex. 
change rate will have the desired effect of bringing 
hoarded gold and dollars out of hiding and of re 
patriating French investments abroad, is open w 
argument, however. The steps just announced can 
be no more than part of the initial program to fight 
inflation, and are by no means a solution in them. 
selves. Monetary stabilization still has to bh 
achieved. 

There is considerable feeling that the best way 
of bringing gold and money hoards out is to restore 
confidence in the nation’s monetary system, some 
thing that will require unpopular measures that may 
well threaten the Government’s slim majority in 
Parliament. The desired “dishoarding” may not re 
sult so long as confidence is lacking. Thus quite 
probably, confidence in the Government will remain 
a major factor in the situation determining the suc- 
cess of the latest deflation experiment. 


ERP IN THE MAKING... . Sentiment in Congress has 
been growing for a European Recovery Program 
that would provide at least part payment for foreign 
aid in the form of strategic materials imports. The 
Herter Committee has long been a strong proponent 
of this idea, though on a relatively limited scale. 
Mr. Baruch in his recently expounded program goes 
one step further and would commit the United States 
to “buy all non-perishable raw materials produced 
anywhere and by anyone in the world for the next 
five years, which cannot find normal commercial 
markets.” 

While for a variety of reasons it may be difficult 
to subscribe to a blanket purchase commitment such 
as envisaged by Mr. Baruch, one can be in full ac- 
cord with his basic approach to the ERP which tries 
to build up the role of private initiative and invest- 
ment as far as possible. 
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: As g See OL e By CHARLES BENEDICT 


WE KNOW THE WAY — WE HAVE THE MEANS 


I n the golden days of peace, before World 
War I, when the nation was young and growing 
contentedly, the people of this country by and large 
had only an academic interest in the cause of the 
rise and fall of previous civilizations. Archeolo- 
gists and historians curiously scanned fragments 
of rock and studied scraps of paper hoping to find 
the answer to the incredible phenomena wherein 
highly developed states after having risen to amaz- 
ing heights collapsed, 
disappeared, or shrank to 
only a shadow of their 


“ELIZA CROSSING THE ICE” 


doubtedly licked his chops over the thought of the 
vastness of the spoils. 

But while the Russians felt quite at home dealing 
with the Nazi gangsters, the Nazis on the other 
hand looked upon the Russians as inferiors — not 
in their class — and had reserved rather a second- 
ary role for them. Thus when the Kremlin over- 
reached itself by making demands for territory 
Germany had reserved for herself, the Nazis at- 
tacked them sharply for 
their temerity, in the 
familiar psychology of 





former selves. 

In the intervening 
years, we have grown up 
and our interest has 
changed from an aca- 
demic to an actual one. 
Since 1914 we have been 
learning the hard way— 
by experience. Today, 
shaken out of our com- 
placence by develop- 
ments following the 
greatest holocaust of all 
times, the answer is 
clear. It is simply that 
no nation is safe under 
the leadership of ineffec- 
tual and immature minds 
—that the resulting soft- 
hess and increasing cyni- 
cism of the masses 
encourages unscrupulous 
and ambitious adven- 
turers to try their luck 
Ina gamble to win great 
world power and wealth. 

Hitler’s test of France’s 
and Britain’s weakness 
took place at Munich, 
when he succeeded in dic- 
lating terms to Chamber- 
lain and Daladier. And 
France fell because there 
were no leaders great 
enough to uphold her—while Britain was saved by 
the inspiration of the indomitable courage and 
strength of Winston Churchill who rose to the chal- 
lenge at a time when conditions seemed almost 
hopeless. 

The capitulation at Munich, as we well know, not 
only set Hitler on his path of conquest but fired 
Stalin’s imagination and stirred to life his dreams of 
world power. Contemptuous of democracies, he 
threw in his lot with Hitler and became his arch 
collaborator in a scheme which he believed would 
divide the world between them — and Stalin un- 
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Donahey, in the Cleveland Plain Dealer 


gang warfare. 

Even after Russia was 
overrun by Hitler, 
Stalin’s point of view 
toward the western 
powers did not change 
one iota, although we 
had come to his rescue 
when he was making his 
last stand at Stalingrad 
and later when we 
launched our Normandy 
campaign. He looked up- 
on us merely as tools to 
be broken when we were 
no longer useful, and 
without consideration of 
us, went about the busi- 
ness in hand — that of 
grabbing the wealth of 
the world and dominat- 
ing humanity—this time 
a world he no longer had 
to divide with the Nazis. 

Up to the time of Sec- 
retary Marshall, we were 
fast losing to the Rus- 
sians but the firmness 








with which he has 
handled the = situation 
since he took office 


turned the tide for us. 
If we have any doubts 
regarding the Marshall 
Plan, Russia’s violent opposition is the best indica- 
tion we can possibly have that it is so sound that 
Russia fears its success would destroy her aims to 
overcome Europe. 

Therefore instead of playing politics, since both 
parties are agreed that aid to Europe is essential, 
Congress should devote itself not to the cost which 
would be only infinitesimal as compared with an all- 
out war but to the two elements about which there 
is conflict: (1) The proper administration of these 
vast funds; (2) the best ways and means to stabilize 
the European countries, (Please turn to page 506) 
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Market for the First Quarter 


By A. T. MILLER 


WE BELIEVE: No more than minor rallies are likely until the market works into an 


oversold position. This may bring a close test of previous extreme lows, at least in the 


industrial average. However, continuing good business argues against a really deep decline 


over the near future. There is no change in the cautious policy advised here for some time. 


 * market has deteriorated considerably 
since our analysis of a fortnight ago; enough so to 
imply an intermediate downtrend, at least, and 
perhaps a test of the bear-market lows of last May. 
Such a test could develop quickly, assuming further 
decline at anything like the pace of the last two 
weeks; or it might be deferred by technical rallies 
such as often kill some time without having any 
trend significance. Our impression is that a rebound 
of more than minor proportions is unlikely until the 
market, and especially the industrial list, has worked 
into an over-sold condition. We do not yet see the 
usual earmarks of such a condition. 

During the last two weeks the Dow-Jones average 
lost ground in 10 out of 12 trading sessions. The 
two upside days produced a total gain of barely 
more than one-fifth of one point. The net decline 
for the fortnight was nearly 9 points. It took this 
average decisively under the 176-174 support levels 
established by the reaction lows of early December 
and of last September. It left it, as of the January 


24 close, 8.46 points above the 1947 low, 15.18 points 
below the 1947 high. Near the end of last week, 
however, the pressure was waning, suggesting at 
least some temporary respite; and the list was fairly 
steady, on reduced volume, as our press time neared. 


Rails Hold Relatively Well 


So far on this move the rail average has, at worst, 
cancelled only a little more than half of the ground 
gained on its December 6—January 2 rally. It there 
fore remains above the key support levels of both 
December and September by a fairly comfortable 
margin. It would take a further fall of over 17% to 
put it down to the low of last May, against only 
about 5% for the industrial average. Moreover, in 
the week ended January 24, the rails met enough 
buying to limit the net decline to a small fraction. 
So far as it goes, this is an encouraging omen. The 
industrial average is unlikely to “fall out of bed” 
as long as rails meet effective support. Conversely— 

as was again demonstrated in late 
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December and early January — the 
rails are unable to get very far on the 
upside in the face of a poor perform- 
320 ance by the industrials. 
310 The utility average, as we write, is 
ie within a very small fraction of its 
bear-market low of last May; but for 
ave several weeks its movement, both up 
200 and down, has been quite narrow. 
270 Little of significance has been added 
to the damage done during the late 
months of last year, when this group 
was under unusual and persistent pres- 
sure, due partly to anticipation of 
heavy new-capital financing for expan- 
sion, partly to bearish money-market 
influences. The former factor probably 
has been largely discounted by now; 
the latter is still somewhat debatable. 

On the downswing to date, as would 
be expected, our composite weekly 
index and the index of low-price stocks 
have fared somewhat worse than the 
Dow industrial average, since the lat- 
ter, on the whole, is a measure of 
“quality” stocks moving fairly well in 
line on a week-to-week basis with our 
index of 100 high-price stocks. 

Note that the Support Indicator 
chart signalled a decline of some pro- 
portions early in December, that the 
“crossing” of the lines then made was 
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| YEARLY RANGE TREND INDICATORS 
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cannot be divorced from 

those on Government 

credit, but they are not precise. Thus the peg on 
Government bonds does not necessarily mean that 
corporate bonds and preferred stocks reached their 
maximum yield basis, and minimum market prices, 
in the phase of readjustent which culminated 
around the year-end. Other things being equal, a 
further rise in these yields would be adverse for 
the stock market, although how much so is con- 
jectural in no little degree. 


Credit Picture Gives Pause 


Putting further squeeze on the banks, the Reserve 
Board late last week raised reserve requirements of 
New York City and Chicago member banks from 
20% to 22%, and is expected to boost requirements, 
by stages, to the maximum legal limit of 26% over 
the medium term. Out of the heavy first quarter tax 
receipts, the Treasury will retire about $7 billion of 
Federal debt and do so in a manner best calculated 
to brake bank credit inflation. Meanwhile, with a 
great deal of corporate bond financing pending, the 
big insurance companies are, for all practical pur- 
poses, setting the rates; and bond underwriting by 
competitive bidding has become a pretty hazardous 
business. 
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Credit factors may contribute to the start of busi- 
ness recession some weeks or months hence. How- 
ever, there is no evidence yet of any weakening in 
economic activity. Until there is, it would seem ques- 
tionable that any downtrend in the market will 
bring out enough liquidation to break the lows of 
last May in important degree, if at all. So far as 
their relation to business is concerned, the market 
breaks of the autumn of 1946 and the spring of last 
year were decidedly premature. It remains to be 
seen whether the present decline is “forecasting” 
something. The Dow industrial average has now 
held to a 23-point trading range for some 16 months. 
We doubt that so protracted a range is likely to 
break down until there is fairly clear evidence of 
business deflation. 

On the other hand, we see no basis yet for im- 
portantly higher stock prices, from the present level. 
Tax reduction would help, and chances for it seem 
to be improving; but action is still weeks away, and 
details conjectural. The best that we can see for 
nearby weeks is trading-range fluctuation, with a 
general tendency downward toward the vicinity of 
the previous extreme lows. The volume indications 
are unpromising. There is no change in the cautious 
policy, calling for 50% reserves in average accounts, 
previously recommended. Monday, January 26. 
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By E. A. KRAUSS 


jee anniversary, and especially a fortieth 
anniversary such as the Magazine of Wall Street is 
presently celebrating, is always an important mile- 
stone—in the life of a publication no less than of 
an individual. It invites reflection, and reflection is 
good for perspective. 

In times like today’s, there is great need for per- 
spective, thus stepping back for a look is useful in 
more than one way. The perspective thus gained 
enables one to appreciate more fully the enormous 
advance made by our country during the last gen- 
eration, and the factors that made possible such 
outstanding progress. These in turn may serve as a 
beacon to an equally dynamic future. 

When the Magazine of Wall Street was born, way 
back in 1907, the country was in the throes of a 
severe financial panic, Wall Street in the very depths 
and the whole nation suffering from acute and pain- 
ful economic paralysis. Since then we have come a 
long way. The growth and development of our 
nation, our industry, our economy in the last four 
decades has been truly astounding. Wall Street, 
then a rather provincial market place, has become 
the world’s financial center. Its ramifications today 
are immense, and practically every conceivable en- 
terprise of any size is represented among the securi- 
ties traded in this market. Without the machinery 
created and developed for the financing of these 
industries, our national progress would not have 
been nearly so swift, nor so certain and impressive. 


Our Amazing Economic Development 


Wall Street’s growth of course was closely re- 
lated to the amazing economic development of the 
country at large, an impressive record of accomplish- 
ments under the American system of free enter- 
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prise. It is that system, primarily 
which made it possible for us t 
grow to our present stature. 


nation of about 80 million; today 
our population has expanded to 14) 
million. Back in 1907, we had 4 
national income of some $26 billion 
while the present rate is over $200 


was no higher than a meager $3.2 
billion a year; in 1947 it amounted 
to $30 billion. Also, our national 
debt then was only a trifling $1.1 
billion or $13.50 per capita. Today, 
and this is rather negative “prog. 
ress” produced by the war, we 
have a debt of some $256 billion. 
Mass production as we know it 
today did not exist in 1907. Auto- 
mobiles were in their infancy and 
there were no radios, no television, 
nor any of the countless modern 
conveniences that make life easy, 
comfortable or safer. Financially 
we were a debtor nation, owing 
millions to European countries. To- 
day, we are the leading creditor 
nation, called upon to bail out a 
.-- tottering world that threatens to 


"a 
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succumb to the blood-letting of the 
deadliest of all ways. We have not 
only become the world’s most pow- 
erful industrial nation. Politically 
too, as in almost every other sphere, we have be- 
come a world leader, and our ascendancy was in no 
way due to the outcome of the war alone. In far 
greater degree it must be attributed to the dynamic 
growth of our industrial economy under the Ameri- 
can system of free enterprise, without which there 
could have been no comparable progress nor the 
production miracle that was essential for victory. 
In the final analysis, our accomplishments are the 
natural outgrowth of an economic system and political 
structure that unleashed the creative energies of mil- 
lions, by leaving them free to work out their own des- 
tinies. Such has been our progress under this system 
that today, with 6% of the world’s area and 7% of 
the world’s population, we possess 46% of the worlds’ 
electric power capacity, 59% of its steel capacity, 
35% of the railway mileage, 30% of the improved 
highways, 
54% of the 
telephones, 
60% of the 
life insurance. 
Social prog- 
gress has 
kept pace 
with and been 
made possible 
by this ma- 
terial prog- 
ress. Our capi- 
talistic sys- 
tem has never 
been blind or 
reactionary in 
the long run 
or it would 
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save fallen long ago. On its record, it is indisputably 
e most progressive, efficient and democratic form 
f capitalism, for it is the only economic system 
hat provides the investor, producer and consumer 
“ith complete freedom of choice and opportunity. 
hus a more searching inventory of its achieve- 
ment reveals not only the truly dynamic character 
if the economy it has created but necessarily is 
hound to project it forcefully into the future as well, 
because there is nothing in sight that can match it 
either from the standpoint of business or that of 





US ty 





ere 4 










r $3.2ithe individual. Evidences of this dynamism have 
untedfheen cited before; there are countless others in 
math every field of endeavor. 
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Whereas, forty years ago, our labor force con- 
sisted of barely 36 million, American enterprise 
today provides gainful employment for some sixty 
million; and while worker income is highest, work- 
ing hours are shortest. This is true progress. What’s 
more, these self-same workers are also industry’s 
chief customers. As workers, their wages have been 
rising steadily; as consumers they have been con- 
stantly exacting lower prices for industry’s prod- 
ucts, forcing management to operate more and more 
eficiently, and to produce more and better goods at 
lower cost. Actually, the nine million enterprises 
in America know only one boss, the customer. And 
as principal customer, the worker is boss as well as 
employee of American industry. 
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The Best System 


Economically speaking, a system which provides 
the greatest good for the greatest number is the 
best, and by any standard of comparison, that sys- 
tem is free American capitalism. Let’s keep it free. 
It has enabled every American worker to produce 
and possess more than six times as many goods as 
the average worker outside of the United States. 
He could not. have achieved this, had he not been 
provided with more and better tools than any other 
worker in the world. And the money to pay for them 
was obtained largely from the savings of the people 
—from capitalists, if you will, or from speculators— 
people who were willing to risk their savings in 
new job-producing enterprise. 


What is a capitalist? Under our system, every 
person with a savings account or a life insurance 
policy is no less a capitalist than the owner of a 
share of stock. All savers are; without them, there 
would be fewer jobs and far less to buy. Their money 
is reinvested by banks and insurance companies; it 
is their money which has built up American indus- 
try. In this sense, our 75 million life insurance policy 
holders and the fifty million savings bank depositors 
are all capitalists. 


And we might as well say a word for the specu- 
lator, the much maligned pioneer of American enter- 
prise. All business involves speculation; to stop 
speculation would stop business. There are distinct 
economic benefits of speculation as distinguished 
from pure gambling. One cannot doubt the value of 
speculation, since without it, the great industries of 
the country could never have come into being. 
Gambling and speculation have only superficial re- 
semblances, are basically completely different and 
easily distinguished. The risks of speculation are 
the inherent risks of property ownership. Those of 
gambling are unnecessary and artificial risks created 
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solely for the purpose of deciding wagers of money. 
Speculation can no more be dispensed with by indus- 
try than it can by any other business. Without 
speculation, without constructive venturing, there 
could be no progress. 


Road to Further Progress 


Our war-time production record has shown what 
our economy can do. We are capable to outdo, in 
peace-time, even that record, but we must make 
sure that we pursue policies which stimulate pro- 
duction rather than limit or strangle it. The dynamic 
character of our economy can be continued into the 
future by our enormously broadened potentials 
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based on our up-to-date industry, a plentiful supply 
of raw materials, new methods and processes, fur- 
ther expansion of productive facilities, our vastly 
increased population, the great shifts in income 
distribution. 


Our inventive genius, our organizing ability and 
our skills have given us the greatest productivity 
and highest standard of living, enjoyed by the 
largest proportion of the population—despite wars 
and depressions, strikes and economic wrangling. If 
we can continue to spread the benefit of a constantly 
broadening economy, we can reach new heights. For 
needs are still far above demand. To meet all needs, 
to provide minimum standards for all, would open 
up huge production potentials. If we are to supply 
these needs, we must have large increases in capital 
goods, in plant and equipment and new houses, no 
less than in food and clothing, and other non-durable 
goods. The key to their achievement is produc- 
tivity, and the only way to raise the ceiling on pro- 
duction, which is manpower, is through further in- 
creases in output per worker. Machine, not man, is 
the answer to that problem. Far from destroying 
jobs, machines are perennially creating new ones. 


Trend Towards Broadening Economy 


There is every reason to believe that the techno- 
logical progress of the past will continue in the 
future, though it would be a mistake to assume that 
this is inevitable. But the trend towards a con- 
stantly broadening economy will not stop unless we 
ourselves do it. It all depends on the collective 
actions and decisions of all of us, decisions in the 
political and economic field. Any action that weakens 
the dynamic forces that have contributed so much 
to progress in the past is likely to slow or inhibit 
future advance, just as static thinking can easily 
mean the end of dynamic development. We must 
beware of either. Above all, we must preserve the 
freedom of our political and economic system. 


Politically and in a social and economic sense, 2 
long step backwards is being taken in many parts 
of the world and in our country, too, there is a good 
deal of pressure in this direction. We must resist 
such pressures, for they promote dictatorship of 
the few instead of, as under our established system, 
recognizing the rights of the individual, promoting 
his initiative and the well-being of all the people. 
Under our system we have made great progress in 
developing social and economic values, quite apart 
from the highest standards of living. To continue 
this, to keep free from the dangers of restrictive 
Government, our actions and policies must forever 
promote freedom. We must not only conquer the 
problems that plague free enterprise but also create 
the conditions that make it thrive. 


Need for Free Flow of Capital 


One of these is the free flow of venture capital. 
Without it, our past growth could not have come to 
pass. Expansion in the future, no less, requires a 
free and unhampered flow of capital into productive 
enterprise but under present conditions, unfortu- 
nately, it is difficult to attract. Twelve years of 
depression and four years of war have developed 
an unprecedented demand for capital formation—in 
the next five years perhaps as much as $100 billion 
or $20 billion annually. Upon ability of industry to 
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obtain these funds will depend much of our futy 
prosperity. 

Basic elements for such expansion exist. One 
the strongest is the rapid growth of our populati 
during and after the war, pointing to vastly greatg 
markets for virtually every type of consumer good 
requiring a greater labor force to take care of the 
needs, and imparting great strength to the neg 
for housing, and everything that goes into house 
for years to come. The dramatic developments jj 
growth, distribution and characteristics of th 
American population hold tremendous possibilitig 
and markets should have a long term rising tren 
in virtually every line. This should be of particuly 
interest to those whose thoughts are still unduly 
influenced by the depression of the Thirties whic) 
caused temporary conditions to be regarded as ip 
dicating permanent trends, resulting in the question. 
able overemphasis on security at the expense of 
opportunity. 

Another potent factor is the rise in national inf { 
come and the marked shifts that have occurred in 
income distribution. This, too, should mean a perms 
nent stimulus to production in virtually every 
branch of business, the result of a marked and wide. 
spread tendency to improve living conditions. Thes 
two factors alone forecast a growing and longer 
lasting demand for goods and services, quite apart 
from current and war-born influences that presently 
are so strongly supporting our postwar boom. 

Full realization of these potentials, however, pre. 
supposes conditions favorable to such realization 
and that includes, prominently, the free flow of 
venture capital. At least a third of future capita 
requirements, as projected above, will have to be 
supplied by the capital market; two-thirds will have 
to come from undistributed earnings and reserves of 
corporations. To facilitate it, we must on the one 
hand permit business adequate earnings so that 
enough can be set aside for future expansion. On 
the other hand, we must aid the flow of risk capital 

























into productive enterprise. This means more equity - 
financing, and it cannot be had unless we have a} °° 
tax structure that once more permits rewards for _ 
risk taking commensurate with the hazards in- oe 
volved, and unless there is a freer market for specu-f 1” 
lative securities. sen 
nea 
Venturing Still Necessary sae 
Venturing, as of old, is still necessary for future) ™ 
progress. Anything that impedes venturing will cat 
cripple our future growth. Thus the lawmakers c 
would do well to see to it that venturing once more the 
becomes worthwhile. If we are going to have more ™ 
production and more jobs, we will need more venture oe 
capital. The primary need, then, is to make risk “ 
taking sufficiently attractive to release the great} °° 
creative forces of the nation. Our potentials aré} |” 
great, and only lack of practical means due to ab} " 
sence of far-sightedness can stymie their fullest} ™ 
exploitation. ea 
As long as we keep our freedom, there is little a 
chance that we shall be thus deficient; our economy} ¢}, 
will always be dynamic rather than static. If our}. 
“stepping back for a look” leaves us with no other} 4), 


conviction than this, the time has been well spent. 
As we said at the beginning, reflection is good for 
perspective. Now that we have gained perspective, 
let’s reflect! 
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a By GEORGE W. MATHIS 
apital he New Year which most sented in our last issue, Part I 
quity observers have hailed as a year of a series of two. Part II fol- 
ave af of vital economic and political de- PART II lows immediately below, con- 
Is forp cisions, has been getting under cluding our industry appraisals 
is inf Way with a total lack of decision for 1948. 
pecu-f 2 the securities markets despite the continued ab- MACHINERY: Machine tool makers are entering the 
sence of any concrete factors that might, over the new year with sales on an upward trend after oper- 
nearer term at least, detract from the excellent out- ating last year at a rate of about $300 million a year, 
look picture for most industries. roughly half of industry capacity. Activity rose to a 
The stock market by refusing to give fuller recog- peak in June, fell off to a low in August but there- 
uturef Bition to the present business boom no doubt indi- after resumed a firm upward movement. Generally, 
will} cates that investors are well aware of the flaws inour the industry has been shipping more than the new 
akersf economy which certainly exist. But then, these have orders it has received and its backlog over the year 
more} Deen present for quite some time without affecting has declined. This means that machine tool deliveries 
more} the boom; if anything, they have accentuated it. Thus are now on a normal basis. The big job for 1948 will 
rture} Market reluctance to discount business prospects be primarily a selling job but prospects are bright. 
risk} With greater assurance can hardly mean that an early The tool manufacturers have the cost-cutting im- 
rreat} deterioration of the generally promising conditions is plements that American industry needs to beat down 
are} in the offing. Market action has run counter to busi- top-heavy expenses, At industry’s beck and call are 
) ab- ness for over a year; as a business barometer, it has new machines that can all but revolutionize manu- 
illest} Markedly failed. facturing processes since they are anywhere from 
At present again, market action reflects extreme 10% to 20% more efficient than prewar machinery. 
little caution and uncertainty in the face of optimistic Moreover, Government surplus tools that have har- 
business forecasts on virtually every side. Perhaps assed machine tool makers as it flowed into the 
omy? this is in anticipation of the vital decisions generally market at bargain prices have now been very nearly 
Pri associated with the new year—intangibles rather liquidated. New machinery again has practically the 
seaal than tangibles. As far as most industries are con- market for itself, and current demand is heaviest for 
| te cerned, concrete factors point to excellent business, special machines of many types. 
tive well maintained earnings and dividends. Detailed out- _ Sales and earnings which thanks to the strong re- 
a look appraisals of a number of industries were pre- vival of business during the second half of 1947 show 
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a considerable increase for the whole of last year, are 
confidently expected to continue at highly satisfactory 
levels, particularly for the makers of industrial and 
specialty machinery. Shipments, and consequently 
profits, will rise, reflecting the demand for new and 
improved machinery models generated by the Machine 
Tool Show, the industry’s eminently successful bid 
for postwar revival. Conservative estimates point to 
1948 shipments of between $350 million and $400 
million. On that basis, and with prices adjusted and 
development expenses of new models largely ab- 
— in 1947, earnings should be distinctly favor- 
able. 


RAILROAD EQUIPMENT: This industry which has 
been harassed by steel and other shortages ever since 
its reconversion from war work is finally overcoming 
these obstacles and production is now moving into 
high gear. With order backlogs sufficiently large to 
assure capacity operations for an indefinite period, 
record-breaking output is indicated for 1948. Demand 
is particularly urgent for freight cars, with some 
125,000 new cars on order at the year end. The order 
backlog, however, is by no means fully reflecting re- 
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quirements which call for monthly production of 
10,000 units for two or three years to relieve exist. 
ing shortages. 

Last year’s output, severely handicapped by lack of 
steel, was erratic and far below schedules with the 
result that operations of car builders averaged only 
about 50% of capacity. But steady progress was 
made during the latter part. Thus whereas in Janu- 
ary 1947, car builders produced 2,265 cars for do- 
mestic use, they delivered 7,661 in December and the 
railroads themselves, in that month, finished 2,162 
cars making a total for the month of 9,823 or close 
to the monthly goal of 10,000 units. Thus during 
1947, 68,507 new freight cars were added to the 
nation’s fleet while export shipments totalled 27,721 
cars, a grand total for the year of 96,228 cars or the 
highest production since 1925, and three times that 
of 1946. 

With a more adequate steel supply assured for 
1948, output should be no less than 120,000 cars 
with corresponding marked enhancement of profit 
potentials for car builders. If the steel supply per- 
mits, the monthly production goal may even be raised 
to 14,000 units. Export shipments, on the other hand, 
may decline since relatively few foreign orders are 
now on company books, unless stepped up again 
under the Marshall Plan. Overall, car builders face 
the most promising prospects for production and 
earnings gains in 1948. 

Locomotive manufacturers are also preparing for 
a year of intense activity. Order backlogs at the year 
end called for 1,180 units, setting a new peak since 
October 1923 and comparing with 564 at the end of 
1946. The trend to Diesel power is highlighted by 
the fact that of the total backlog of orders 1,143 were 
for Diesel locomotives compared with 493 a year 
earlier. Only 33 were for steam locomotives and four 
for electric locomotives. 

Demand for other types of railroad equipment, in- 
cluding signaling and control devices, new type 
brakes and accessories is correspondingly heavy, 
pointing to an active year for all equipment makers. 
Vital railroad needs can be expected to keep order 
backlogs at high levels, portending peak operations 
in all sectors. Withal, the industry appears to be in 
an exceptionally strong position, and indicated earn- 
ings potentials are hardly fully discounted by cur- 
rent market prices of rail equipment shares. 


FARM MACHINERY: Farm equipment makers had a 
highly successful year in 1947; they are planning 
for record-breaking production in 1948. Although last 
year the industry turned out $1,250 million worth of 
equipment, leading companies are aiming at output 
increases of from 10% 20% in terms of unit sales. 
Because of price rises, dollar volume should show a 
considerably greater gain, probably exceeding $1.5 
billion or more than double the prewar 
peak of $670 million attained in 1941. 
Yet despite indicated huge production, 
demand is still so much greater than sup- 
ply that few types of machinery or equip- 
ment are plentiful enough for immediate 
delivery. Waiting periods invariably are 
long, often many months. Agricultural 
buying power is enormous, swelled by 
years of record farm income, and 
American farmers, even though they 
now have the tools with which to do 
twice as much work mechanically as in 
prewar years, are still desperately short 
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of equipment. Addi- 
tionally there is a vast 
reservoir of pent-up 
demand in foreign mar- 
kets which will be tap- 
pedwhen the European 
Recovery Program be- 
comes effective. 

The ultimate factor 
that determines how 
great the rise in output 
will be, is the supply of 
steel. But because of 
the key role farm 
equipment plays in 
food production, larger 
steel quotas are antici- 
pated this year than 
in 1947. The quantity 
of equipment exported will be an important deter- 
minant of domestic deliveries and therefore, also, of 
the duration of the boom in domestic demand. Ex- 
ports this year may take as much as 15% to 20% of 
total production, and if so, domestic supply-demand 
balance is not likely to be achieved until 1949 at the 
earliest, probably later. Also, as long as there is a 
world food shortage, agricultural products will remain 
high in price. This sustains farm income, currently 
36 times prewar, and high farm income usually 
means large sales of farm machinery. 

The trend will be intensified by current high farm 
wages, Stimulating greater mechanization, by devel- 
opment. of new implements such as small tractors, and 
efforts to mechanize such crops as cotton, thus far 
largely a hand-produced crop. All in all, the industry 
isin a prosperity cycle that should have at least sev- 
eral more years to run, with outstanding profit poten- 
tials. They are hardly fully reflected by current mar- 
ket prices of farm machinery shares. 


OFFICE EQUIPMENT: Sales of this industry are ex- 
pected to continue on a much higher basis than pre- 
war. While manufacturers are preparing for a period 
of intense competition, they fear no drop in sales. 
However, there is expected to be a considerable shift 
in domestic requirements from the demand experi- 
enced last year for new equipment to an increased 
volume of orders for replacement items. Expanding 
businesses bought the new machinery they needed 
first, holding on to their old machines many of which 
are now obsolete and in need of early replacement. To 
the manufacturer, such a shift means no drop in new 
business but merely a larger volume of replacement 
= under perhaps increasingly competitive condi- 
ions. 

1947 was probably the best year in industry his- 
tory with full utilization of existing capacity. Export 
sales have been unprecedented and should continue 
substantial though temporarily probably somewhat 
less in view of dollar shortages. The 1948 volume 
outlook appears most promising but the pressure for 
standard office equipment may not be as great as it 
was. This is welcomed by some manufacturers since it 
enables them to give more attention to production 
of special types of equipment with relatively high 
profit margins. Generally, overall sales are expected 
to tend upwards, stimulated by the desire of business 
In general to cut labor costs by increased mechan- 
zation of operations. Plant facilities of various com- 
panies are still being expanded to cope with 
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anvicipated demand. 

Advancing costs of 
late have been cutting 
into profit margins, yet 
the industry expects 
stabilized prices 
through 1948, pro- 
vided materials and 
labor costs do not rise 
further. Volume pros- 
pects nevertheless in- 
dicate continued large 
profits for most com- 
panies and the pay- 
ment of liberal divi- 
dends. 


NON-FERROUS 

METALS: World de- 
mand for non-ferrous metals this year should be big 
enough to maintain production at high levels and 
forestall any price reversals in the foreseeable future. 
Prices were firm at the year end and this is signifi- 
cant because present prices for copper, zinc, tin and 
antimony have only been exceeded by the wartime 
peaks of thirty years ago. Lead is at an all-time high. 
Yet there are pressures at work today, in addition to 
the general inflationary trend, that could support a 
prediction of higher prices during 1948 for some, 
perhaps all, of the metals mentioned unless there is 
a general economic collaspse, an¢ for continued tight 
supplies notwithstanding the likelihood of some ex- 
pansion in mine output here and abroad. Aluminum 
is still a dark horse with its present competitive posi- 
tion yet to be tested and with substantial new finish- 
ing capacity scheduled to come into production soon. 

Prospects are for continued high demand in the 
next twelve months. Much will depend on the Euro- 
pean Aid Program, and the Government stockpiling 
program remains a strong element in the back- 
ground. American consumers will have to continue 
to supplement their supplies of copper, lead and zinc 
with substantial imports, since demand in the post- 
war boom is not being satisfied by domestic produc- 
tion. Even aluminum, despite huge war-born capacity, 
is short, pointing to another good year for the indus- 
try in 1948. Last year’s output of 1,140 million pounds 
exceeded all previous peace-time production records, 
and was the largest since 1944. 

The industry’s excellent earnings rate should be 
maintained in 1948 and dividends may improve sub- 
stantially over year-ago payments, as far as the cop- 
per companies are concerned. Lead producers should 
show stable earnings despite absence of inventory 
profits this year and the end of subsidies. The latter 
two factors may affect zinc producers somewhat 
more, pointing to lower but still quite satisfactory 
earnings in 1948. 


TEXTILES: The textile industry ended 1947 in the 
knowledge that all previous yearly peace-time dollar 
volume records have been exceeded. The outlook for 
all primary market textiles in the first half of 1948 
is for the highest level of prices in history with little 
possibility of a break during that period, this despite 
clear-cut signs that further price increases may 
mean a reduction in volume. Beset by problems of dis- 
torted distribution — not yet fully resolved — the 
industry had a difficult struggle last year to maintain 
supply on a par with demand, and showed exceptional 
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profits. Forward sales beyond mid-1948 indicate con- 
tinued large net earnings over coming months. 
During 1947, according to preliminary estimates, 
the cotton textile industry produced some eleven bil- 
lion square yards of cloth; the rayon industry almost 
two billion yards and the wool industry over 500 mil- 
lion yards. Only the woolens and worsteds may show 
a decline from 1946 due to a period of shutdowns in 
the woolen end of the trade. There is, at this time, 
no reason to expect that production this year will not 
equal these marks unless demand begins to fall off 
the latter part of the year, and demand of course will 
be primarily dependent on prices. Future price 
developments, therefore, deserve close watching. 
But regardless of price developments, a high vol- 
ume of ouput and substantial earnings are indicated. 
With the major world suppliers of prewar days find- 
ing it difficult to-stage a comeback, the burden of 
supplying a fabric-hungry world has largely fallen 
upon the United States. This is amply confirmed by 
preliminary estimates that about 1.5 billion square 
yards of cotton textiles or about 15% of cotton tex- 
tile production during 1947 went abroad, while about 
7% of rayon production was exported. Though for 
reasons of dollar shortages, a decline in exports is 
indicated for 1948, shipments abroad will still absorb 
a large proportion of American production. 
Particularly promising is the outlook for cotton 
textiles. Capacity output of many large mills is sold 
ahead at prices well above early 1947, and record 
volume is expected. Though wage rates will be 
higher, margins should widen moderately and larger 
earnings are expected at least for the first half of 
the year. The rayon shortage is expected to continue, 
pointing to allocation of ouput through most of the 
year. As higher production costs are being offset by 
price increases, extension of the earnings uptrend of 
yarn producers and rayon weavers is in prospect. 
For woolen mills, 1947 was a hectic year as they 
found themselves in an overproduced position during 
the first half. Demand for worsteds continued strong 
but woolens at midyear were overhanging the market 
with many mills forced to close. The situation 
changed for the better towards the end of the third 
quarter and with continued public 
acceptance of constantly higher 
clothing prices, the industry staged 


pared with 66.5 million and 15.8 million respectively 
in 1946. The industry, in 1948, is now girding itsel 
for a sales job to hold volume which is expected ty 
decline only slightly from the 1947 peak. In point of 
dollar sales, industry output last year was valued at 
about $3 billion. 1948 production is «projected at be 
tween $2.5 and $2.7 billion. To meet it, the industry 
will probably require some 900,000 long tons of 
natural and synthetic rubber against the 1947 con. 
sumption of 1.1 million tons, an all-time record. 
According to all indications, demand for rubber 
products will continue at a high level. Except for 
tires, it is thought that 1948 will equal or exceed that 
of last year. 1948 tire output is estimated at around 
83 million units, passenger and truck tires combined, 

All of which points to somewhat smaller but still 
excellent earnings for the rubber companies whose 
sales and profits last year were of near-peak propor. 
tions. Both this year should far exceed those of pre- 
war, and on this basis current dividend rates which 
provide generally liberal yields should be maintained. 
This prospect is discounted highly conservatively by 
current share prices of the rubber concerns. 

One uncertainty in the outlook is the U.S. policy 
in regard to synthetic rubber. No permanent program 
has yet been formulated but free trading in natural 
crude rubber was restored in May 1947. An eventual 
solution insuring continued production and use of a 
fair quantity of synthetic rubber in this country may 
likely be reached eventually. The industry would 
stand to benefit from the effective ceiling thereby 
placed on the price of its major raw material and 
from the accompanying brake on price fluctuations. 
Last year consumption of synthetic rubber for the 
first time since 1943 was less than that of natural 
rubber, the former amounting to 554,000 long tons, 
the latter to 556,000 tons. The ratio this year is 
likely to be 60-40 in favor of natural rubber. 


DISTILLERS: In some respects, 1947 marked a major 
turning point for the liquor industry. It brought a 
deepening of brand consciousness among consumers, 
resulting in an acceleration of the trend toward 
nationally advertised (Please turn to page 486) 











a comeback in the final months of 
the year. Further increase in out- 
put is anticipated during the first 





half of 1948, but operating margins 
may narrow because of cost in- 
creases. 

While generally, the outlook for 
most textile companies is distinctly 
favorable at least for the nearer 
term, rayon companies are probably 
in best position. For all textile com- 
panies, continued large earnings 
are in prospect but results during 
the latter part of 1948 are less 
clear-cut with price and demand 
trends the decisive factors. 


TIRES & RUBBER: Tire manufacture 
last year set a new all-time record 
for the second consecutive year 
with output of approximately 78 
million passenger car tires and over 
seventeen million truck tires, com- 


460 





HAHN) 


DIVAN 
cine ant | 
AM | 


| 
Ni 


THE MAGAZINE OF WALL STREET 








profit 
vestol 
from | 
outpo 
accru 
stance 
du Po 
likewi 
vestec 
cause 
ingly 
long 1 
growl 
butes 

Jus 
from 
in the 


Gel 
prosp 
newe: 
tende 
strict 
as cc 
























tively 
itself 
ted ty 


int off 


ued at 
at be 
lustry 
ns of 
i con. 
ecord, 
ubber 
ot for 
1 that 
round 
dined, 
t stil] 
vhose 
‘opor- 
f pre. 
which 
Lined, 
ly by 


0licy 
oram 
tural 
ntual 
of a 
“may 
vould 
reby 
| and 
‘ions, 
* the 
tural 
tons, 
ur is 


lajor 
ht a 
1ers, 
vard 
486) 



















Selecting eae 
GROWTH 


_ Companies For 


rin tree re 


Dy 


E 1 
| 

I 

tomerh 


—< 


J. C. CLIFFORD 


—— securities, because of their long term 
profit possibilities, will always prove attractive to in- 
vestors. The returns from such companies may change 
from an initial modest increment to an ultimate vast 
outpouring of wealth. The countless millions that have 
accrued to original stockholders of Coca Cola, for in- 
stance, furnish striking proof of this. General Motors, 
du Pont, American Telephone and many others have 
likewise provided handsome profits for those who in- 
vested in them in their earlier formative years. Be- 
cause genuine growth companies have done so exceed- 
ingly well, it has long become an axiom of the prudent 
long term investor to prefer commitments largely in 
growth industries, in companies that have the attri- 
butes of true growth. 

Just what is a growth company ? How does it differ 
from others? What are the pitfalls to guard against 
in their selection ? 


What Is a Growth Company? 


Generally speaking, any company or industry with 
prospects of expansion is given that label. But the 
newer canons of common stock investment have 
tended to narrow this definition and thus, in the 
stricter sense, growth companies have been defined 
as companies whose earnings move forward from 
cycle to cycle. 

Their determination is not always easy. A business 
that has enjoyed a long period of increasing earn- 
Ings may well be nearing its own “saturation point.” 
Thus the seeker of growth stocks often faces a dilem- 
ma. If he chooses newer companies with a short record 
of expansion, he runs the risk of being deceived by 
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temporary prosperity. In the present 
postwar environment with its inflated 
earnings, frequently based on tempor- 
arily swollen demand factors, this risk 
is doubly present. And if he chooses en- 
terprises which have advanced through 
several business cycles, he may find this 
apparent strength the harbinger of 
coming weakness. In short, identification 
of genuine growth prospects—at any 
given stage—is rather difficult. 


Popular Criteria 


In the attempt, great emphasis is be- 
7 ing laid on industrial research which 
often had led to exceptional gains even 
in the absence of a general business ex- 
pansion, by bringing on the market new 
products and processes emerging from 
laboratories. But if mere ownership of a 
research laboratory could guarantee a 
successful future, every company would 
have one. As it is, the ability of the 
research staff, the kind of facilities, the 
potentiality of the field in which a com- 
pany is active, management, and ability 
to develop and market new products are 
all-important considerations. 

Then there is the question of price. 
What price is the investor justified in 
paying for the growth element? If the 
price of a growth stock reflects the past 
record only, it may be a bargain. If 
the market has discounted future 
growth, as it will have in many cases, it 
entails a certain risk. It is therefore a good rule to 
examine the element of the future with real care 
rather than readily accept it via some easy general- 
izations. The past record, of course, is always im- 
portant. While the typical growth company is not 
immune to adverse economic trends, it possesses 
a certain flexibility that combined with the demand it 
has created, enables it to bend rather than break be- 
fore depressions; sometimes it even thrives on them. 

If identification and appraisal of the growth ele- 
ment in any given situation could be undertaken 
with substantial accuracy or assurance, bidding for 
such stocks conceivably would be so heavy that the 
price factor alone would defeat the purpose of such 
an investment. The premium paid for the growth 
factor would simply be too high. But market action 
shows that even supposedly well identifiable growth 
fields are subject to a good many factors that militate 
against their prices reaching into the sky. 

Thus chemical stocks, long known for their well 
defined growth potentials, did not fare as well mar- 
ketwise during the war as many others, due to high 
excess profits taxes which because of their tax base 
hit them harder than a good many others. With EPT 
lifted, they have done extremely well. Again, the 
rapidly expanding aviation companies, because of 
wartime over-expansion and a dearth of postwar 
busines, have been among the poorest performers in 
postwar markets. Yet the growth potential in avia- 
tion, however long term, can hardly be gainsaid. All 
of which goes to show that not only careful appraisal 
and selection but timing as well is important. 

There is no denying that growth companies — 
actual or potential — remain attractive investment 
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Statistical Summary of Ten Companies with Well-Defined Growth Prospects* 











Net Per Share Price- 
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mediums. The obstacles and setbacks encountered 
generally prove to be temporary. The genuine growth 
company invariably takes them in stride and 
marches on to new peaks. Of the companies in the 
appended tabulation, for instance, all have surpassed, 
or may soon surpass, their 1929 highs in virtually 
all three important respects — earnings, dividends, 
and market prices. 

The fields where growth companies are most likely 
to be found are generally in the dynamic industries. 
Chief among these is the chemical industry, because 
of its close relationship to our ever-expanding indus- 
trial economy, and the potentials inherent in unre- 
mitting scientific research. Another fruitful field is 
the petroleum industry; oil has become the wheel- 
horse of industrial progress. The machinery industry, 
in its broad application, is another source of growth 
companies, since machines of every type and descrip- 
tion are indispensable to our high standard of living. 
There are many other dynamic fields which can be 
searched for real growth potentials. 


Need For Discrimination 


But the investors should be advised that not all 
companies in these growth fields may be growth com- 
panies. Some may, at this stage at least, be entirely 
unsuitable for investment considerabtion. Others 
will never make the grade. It is intelligent and dis- 
criminating analysis of the basic factors in each case 
that will likely reveal the leaders of tomorrow. 

Repeated stock split-ups are frequently an indica- 
tion of capitalization of growth. A steady increase in 
investment return, reflecting advancing earnings, is 
another one. Growth stocks, too, invariably sell at a 
higher ratio to earnings than most other equities, 
though no common yardstick can be evolved. After 
all, growth is a progressive movement, and found at 
various stages. Thus some growth equities are still 
highly speculative; others may already be well- 
seasoned marketwise. The premium placed by the 
market on the growth factor must necessarily vary. 

In the appended table we have listed ten companies 
which we believe have favorable growth possibilities. 
The growth aspects of most of them are well recog- 
nized. In some cases this recognition has been of 
considerable standing, yet further growth possibili- 
ties continue to exist. Brief analyses of these com- 
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panies follow, supplementing our statistical summary, 


AMERICAN HOME PRODUCTS is one of the two 
largest manufacturers of pharmaceutical, nutritional 
and vitamin products, in addition to producing a wide 
variety of proprietary drugs, household and ‘food 
specialties, dentifrices, and cosmetics. By acquiring 
companies with established lines and by internal ex- 
pansion, the company today has total assets approxi- 
mately five times greater than in 1929. Addition of 
new products has resulted in a gradual improvement 
in earnings, with the 1929 figure exceeded as early as 
1939. Since then new earnings peaks have been set, 
reaching their best levels in 1946, when net income 
was over two and a half times 1929. Higher costs, 
certain write-offs and non-recurring expenses are ex- 
pected to lower 1947 earnings to about $1.70 from 
the 1946 peak of $2.31. But with these non-recurring 
charges out of the way and with costs closely con- 
trolled, the company may be once again on the road 
to new records. Sales are on an uptrend and new pro- 
ducts are continually being introduced. These two 
factors, combined with constant development of exist- 
ing lines, should prove strong deterrents to depres- 
sion influences. Company has been paying liberal divi- 
dends since it was incorporated in 1926. Current rate 
of $0.10 per month provides an attractive yield. 


BORG-WARNER has reaped its reward for being one 
of the best diversified companies in the auto parts 
and consumer durable goods field. In addition to 
supplying original equipment to the automobile in- 
dustry, the company also produces refrigerators, 
washing machines, ironers, oil burners, and _air- 
conditioning equipment. An extensive expansion and 
modernization program since the war has materially 
enlarged the company’s plant capacity. In this respect 
the company is following past policy, which has re- 
sulted in large profits in most years. Earnings in 1947 
are estimated to have reached a peak of $8.50 a share, 
which is almost three times the 1929 figure. Dividend 
payments have averaged 56% of net since 1928, when 
the company was incorporated. Quarterly dividend 
of $0.75 a share was supplemented by a year-end 
special of $1.00. This year will very likely see greater 
dividend payments. Company’s finances have consis- 


tently been strong. With the very large deferred de-} 


mand for automobiles and household appliances, the 
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company appears to be in a good position to achieve 
new records. The stock has considerable long term 
appeal. 


EASTMAN KODAK has established itself so firmly that 
its name is known practically all over the world. Long 
the leader in the production of cameras and photo- 
graphic equipment, the company surpassed its 1929 
earnings as early as 1937. This reflected the ever 
widening public interest in the photographic field. 
The company further broadened its scope by acquisi- 
tion of Tennessee Eastman Corporation, a valuable 
subsidiary engaged in the manufacture of products 
that use cellulose as a base. Early in 1948, Eastman 
is expected to market a new and improved color film 
for professional use. Although competition in the 
photographic field is keen, the concern’s supremacy 
is expected to remain undisputed. Expanded and im- 
proved facilities are being translated into new earn- 
ings peaks. Last year’s earnings are indicated at 
above $3.25 a share, compared with $2.85 the previous 
year. The quarterly dividend of $0.35 a share has re- 
cently been raised to $0.55 a share, although it was 
not declared a quarterly payment. Liberal dividends 
have been paid regularly since 1902. Stock is of semi- 
investment caliber, having been split five-for-one in 
1947. With well sustained demand for photographic 
equipment and with increasing potentialities in its 
chemical subsidiary, the stock of this company has 
considerable long term attraction. 


FOOD MACHINERY is the leading manufacturer of 
machinery for the fruit and vegetable handling, can- 
ning and packing industry. Normally machines are 
sold outright; but some equipment is rented and 
brings in sizeable revenues. Since machines contri- 
bute so much to human efficiency, the company’s sales 
have shown a steady upward trend. Last year’s earn- 
ings may have reached an all-time peak of about $4.50 
a share, compared with $3.21 in 1946 and only $0.89 
in 1929, based on latest capitalization. The $0.25 
quarterly dividend of the recently split stock will very 
likely be increased. Company has expanded its facili- 
ties and developed new products, 
thereby increasing the diversification 
of its markets. While cyclical and 
seasonal influences such as the rate of 
industrial production and size of fruit 
and vegetable crops, will be felt, the 
company is in a secular growth trend 
because of the constantly expanding 
demand for labor saving devices. 


HEYDEN CHEMICAL produces a wide 
line of pharmaceuticals and fine chem- 
icals, the most important of which are 
formaldehyde, penicillin, and pen- 
taerythritol. Industrial outlets ac- 
count for about 52% of dollar sales, 
with the rest being accounted for by 
medicinal, pharmaceutical, and miscel- 
laneous uses. Expansion and the devel- 
opment of new products have enabled 
the company to show a five-fold in- 
crease in earnings during the period 
1929-1946 inclusive. Reflecting the 
drop in the price of penicillin, earn- 
ings last year will just about equal the 
$1.81 reported in 1946. This year will 
likely see an appreciable increase in 
earnings when expanded facilities 
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come into capacity production, with a high level of 
activity indicated for some time ahead. Company’s 
expanding business has prompted a conservative divi- 
dend policy. Current quarterly dividend of $0.25 a 
share should be maintained. But the basic growth 
factors inherent in the company’s business give the 
stock a good measure of attraction. 


MEAD JOHNSON, the leading domestic producer of 
prepared infant food, sells a diversified line of pro- 
ducts, the best known being Mead’s Dextro-Maltose 
and Pablum, with the latter gaining continually in 
importance. Company’s policy of advertising directly 
to the medical profession has borne fruit in excellent 
reputation and goodwill, with the result that earnings 
in 1946 were more than double 1929 earnings. Higher 
costs of raw products and increased selling expenses 
last year probably held gains moderately above the 
$1.81 a share reported the previous year. Although 
the company has paid fairly liberal dividends regu- 
larly since 1927, a conservative dividend policy is cur- 
rently indicated due to needs for expansion and 
research-development work. The quarterly dividend 
of $0.15 a share is expected to be supplemented by 
additional extras throughout the year. With the 
greatest crop of babies on record, and with demand 
for other products holding up well, the company faces 
excellent prospects. Population growth and the in- 
creasing use of prepared infant foods hold definite 
growth potentials. 


MINNEAPOLIS-HONEYWELL REGULATOR is the lead- 
ing producer of automatic heat-regulating and tem- 
perature-controlling devices. By expanding and ac- 
quiring other concerns, the company has made notable 
progress since 1929. Estimated earnings of $4.50 a 
share for 1947 compare with $3.87 in 1946 and $1.33 
in 1929. To further diversify activities, the company 
has recently entered the high-temperature industrial 
controls field, in addition to developing an important 
navigation device. The large volume of construction 
planned by the various industries for the next several 
years furnishes the (Please turn to page 504) 





In identifying growth companies, great emphasis is being laid on 
research which often has led to exceptional gains by bringing on the 
market new products and processes emerging from laboratories 
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Sites FOREIGN POLICY OUTLOOK jgf 


By E. K. T. 


REPUBLICAN members of Congress, sensing victory 
ahead, are falling out on the subject of foreign 
policy. Important members in the party leadership 
desire to follow the promptings of Rep. John Taber 





WASHINGTON SEES: 


Secretary George Marshall is the strong man 
of the Administration as of today and the hope of 
the White House to save the European Recovery 
Plan from the sabotage of economy seekers whose 
focus on the financial aspects has distorted the pic- 
ture of diplomacy involved. 


That is the view of democratic party leaders in 
congress. But this is the view of Secretary Marshall's 
foes on Capitol Hill: 


Marshall is the spokesman for a Presidential can- 
didate in 1948 (Mr. Truman), and his “order” to 
congress to take ERP in its entirety or reject it in 
toto smacks of a military background that doesn't 
fit into an age of peace. 


Actually, the Secretary of State falls somewhere 
in between—to employ slang is “in the middle.” 


As a career military man he is inclined to follow 
the orders of his Commander in Chief—the Presi- 
dent; to make the good fight for the proposition 
which had been called the “Marshall Plan,” but no 
longer is. As a former Chief of Staff he is accus- 
tomed to having his instructions obeyed, speaks 
with a finality which bothers members of congress. 


Marshall is highly respected by the lawmakers; 
somewhat, but not entirely, a deference to his war- 
time service. His opponents will not destroy him, 
but his friends may: his popularity has prompted 
the professional politicians to urge him for the 
democratic vice-presidential nomination! 
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(to provide aid, but in a very limited amount), or 
that of Senator George Malone—to appropriate no 
money. Some of the differences can be assessed in 
terms of geography; there is more support for ERP 
on the east coast than on the west, and there is 
sparse approval in the mid-country. It is significant 
that almost the entire vote against “stopgap aid” 
came from the midwest. 


EUROPEAN AID is a certainty, only the amount is 
in dispute. That’s important in appraising interna- 
tional relations — how important the politicians 
would like to determine! Democratic headquarters 
sees ERP as a basic ingredient in the 1948 election 
—and in its favor. The republican high command, 
sparked by Senator Arthur Vandenburg, will play 
no less an important part in bringing about that aid. 
But the Michigan member is losing support. The 
policy committee of the GOP was 10 to 1 against 
cutting funds for aid abroad, last April; four of 
the 10 favored a slash in the “stopgap” just one 
month ago. , 


APPROPRIATIONS are not the only measure of 
friendship to countries coming within the Soviet 
shadow. The Reciprocal Trade Agreement law will 
expire in June, and might very well become so en- 
tangled in ERP as to tie up both. Odd as it may 
seem, the roadblock will be placed by a democrat and 
staunch administration supporter—Senator Joseph 
C. O’Mahoney of Wyoming, who will try to kill off 
the trade agreement law if a special concession is 
not repeated for his wool-growing constituency. 
There will be fighting ground on whether existing, 
or a new, agency should administer ERP. Prospect 
is not a new bureau. 


POLITICAL horsetrading is evident as the ERP 
shakes down to semblance of legislation for debate 
on the floor. Administration spokesmen who are in- 
sisting that the relief program be handled within 
the State Department are talking with tongue in 
cheek; they know the controls will rest as securely 
in the White House whether an existing, or a new, 
administrator takes charge. The President would 
pick the chief in either event. 
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Biggest contrast in business news now and that 
of a year ago is the difference in forecasts. At the be- 
ginning of 1947, all the experts predicted a depression, a 
recession, or a "temporary business readjustment" period 
within the next few months. Stories were so consistently 
gloomy that it became known as "the best-heralded depres- 
Sion in history." For some reason, it didn't happen. 























This year it is just the opposite. The more 
cautious "predictors" hedge by saying that a recession 





The rest indicate that good times are here for at least five 
years. Hope is that this time they're right. 














The American Bankers Association is backing a 
voluntary anti-inflation program among its members. 
Program uses control of bank credit as brake on inflationary loans. 























































i Association says bankers should: Make no commodity or inventory loans when 
. they are to be used to hold goods off the market in anticipation of price rise, and that 
d in they should discourage all mortgage loans for non-essential and deferrable construc- 
ERP tion. 

re is Two other big points in the program are: Priority for bank credit should 
cant} go to borrowers able to turn out supplies and services needed here and abroad, and 
























































aid banks should step up drives encouraging savings and investment in government savings 
bonds. 
it is As expected, the report of the President's Air Policy Commission is mostly 
rc concerned with military aviation: logically, as that is the phase most vital to 
aan national security. 
tion 
and, The report, most comprehensive in history of aviation, pulls no punches -- 
play admits that 85 per cent of Federal budgets since 1915 have been for war preparation 
= or payment -- says recommended program will boost government costs still more. 
e 
inst 
gp The Commission asks for a minimum regular Air Force of 70 groups of 6869 











one first-line planes, and a 34-group Air Reserve. Plus a reserve of 8100 modern aircraft 























by 1952. 
2 of For civilian aviation, report regards mail pay subsidies as the means of 
viet promoting airline self-sufficiency. Commission takes a rap at government operations 
will -- says that Government expenditure for electronic aids to air traffic control, naviga- 
sal tion and landing will do "more than anything else" to promote airline self-suf- 


and ficiency. 














— Exports continue to be the biggest single item in Washington business news. 
n is Latest is announcement by Dept. of Commerce's Office of International Trade that ALL 
ncy. exports must be licensed. Move was made at behest of the State Department and is an- 
= other step in the increasingly involved game of international politics. 

pec 


One thing definite: it is going to increase the difficulties of businessmen. 
ERP With every exported item, no matter how trivial, needing a license, the Washington 
bate end of the paper load is going to be tremendous, and confusion for the businessman will 














> i> be back again. 
thin 
a smart businessmen are already looking for Washington representatives to try 




















1ew, and cut down the time element, and to eliminate as much of the confusion as possible. 
ould Hitches will still develop, though; and it will take months before working order is 
resumed. 
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Second big item along this line involves exporting under quota system. 





Dept. of Commerce finally did what many businessmen have been asking them to do for 
years: eliminated the historical basis as a method of licensing exports. Export busi- 
ness will now be on a true competitive basis. 











Commerce reason for the change was that exporting firms that converted to 
war production have been given ample chance to regain their prewar status in the export 
trade. Biggest complaint from business against old system was that it stifled com- 
petition and did not give newcomer, or the developer of new lines, a fair chance. 














Another change in export licensing procedure follows action of Congress in 
recent special session. Anti-Inflation Act contains a provision authorizing the use 
of price criteria in the licensing of exports "either by giving preference among 
otherwise comparable applications to those which provide for the lowest price." 

















Retailers are not cheering at reports of new record sales for Christmas season 
and the first weeks of the year. They are worried even though department stores sales 
for week of January 3 was nine per cent higher than same period last year. 














Catch in the big sales figures, as businessmen know, is that dollar volume 
does not take into consideration higher prices and operation costs. Actually, physical 
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High-priced luxury goods particularly have not been moving as fast as had been 
expected, because of consumer resistance: profits have been lower. 








Businessmen are reported worried, and buying cautiously to keep inventories 
in line with current sales. There is no sign of an immediate, sharp slump in consumer 
buying, but common sense advocates caution. 
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cerned, had one highlight -- there is no provision for a reduction in their tax load. 











Size of expenditures, although just a bit larger than expected, came as no 
surprise. This had been indicated at the beginning of the session when the President 
had urged expansion of reclamation and developmental programs, introduction of 
housing and health programs, extension and increase of existing social insurance 
benefits and provision for universal military training at an early date. 

















He has now asked for more funds to cover the initial costs of these programs. 
Including the 6.8 billion dollars the European recovery program will cost, total NEW 
legislative spending will be 15.7 billion dollars. If the budget had been limited to 
carrying out existing laws, total expenditures would have droped below 34 billion 
dollars. Present budget calls for total overall expenditures of 39.7 billions. 























Income for the same period is estimated at 4.8 billion dollars more than 
expenditures. Latest estimates figure this years surplus income at 7.5 billions. 











Congress, in addition to a general paring of costs, is expected to use these 
surpluses as reason for general tax-cut this coming year. President has insisted that 
they be used for debt-reduction. Both sides will be claiming that their's is the answer 
to inflation. President says debt-reduction will take more money out, of circulation, 
Congress says greatest inflationary threat is continued or increased government 


spending. 
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is still vital; but henceforth the accent will 
no longer be on production alone. 

To clarify the picture, let’s first look at 
a few cardinal facts. They are simple but 
telling in their overall significance to the 
problem at hand. Our money supply (de- 
mand deposits and currency in circulation) 
is now around $111 billion compared to 
roughly $36 billion in 1939, That is a more 
than three-fold increase. Production as 
measured by the Federal Reserve Board 
Index of Industrial Production, has risen 
only about 75% over prewar. The disparity 

is obvious, though this picture is still 

somewhat oblique. Prices are more than 








double prewar and still rising, a fact 























which markedly narrows but far from 
obliterates the gap between production 
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and money supply. The volume of money 
in relation to goods available at current 
prices is still excessive and will remain 
so as long as national income plus foreign 
demands on our production are high 
enough to absorb current output—and 
more. And absence of a dent in the money 
supply means continued pressure against 
prices. With the money supply (demand 
deposits) greatly boosted by heavy post- 
war credit expansion, credit control is 








now actively advocated to alleviate, if not 














WHOLESALE PRICES INDEX 
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halt, further pressure on the price front. 
To Reduce Purchasing Power 


Reduction of purchasing power, thus 
far mainly relied upon by adherence to 


























a policy of continued high taxes, is 








By H. M. TREMAINE 


i long last it seems that efforts to halt 
or control inflation will be increasingly directed at 
the root cause—our excessive money supply. Recent 
moves by the monetary authorities reveal growing 
awareness of the need for anti-inflationary action in 
the fiscal and credit field, stemming from the con- 
viction that increased production, the traditional in- 
flation antidote, will not in itself solve the problem of 
rising prices and soaring living costs. 

Industry is already operating at or close to capacity 
and it will be quite difficult to push output, in the 
foreseeable future, to the extent of balancing the 
overall demand for goods. Even marked production 
gains, it is now realized, would fail to do the trick. 
The reason is simple: Higher production creates in- 
creased purchasing power, and the latter in turn 
merely serves to intensify the demand for goods, put- 
ting off further the day when demand-supply balance 
can be achieved. In other words, with production still 
greatly out of step with available purchasing power, 
the production effort alone—under today’s conditions 
—would seem to get us nowhere in the race to beat 
inflation. 

Since apparently we cannot bring production into 
early balance with effective demand, an effort is now 
getting under way to reduce the money supply—pur- 
chasing power—in order to bring it down to a level 
where balance with the goods supply may be in sight. 
This does not mean less accent on production, for that 
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sought by a tightening of credit plus a 
number of corollary measures. The fear 
is that continued heavy infusion of credit 
money will keep the boom running at a 
high pitch, will prevent early restoration of demand- 
supply balance, cause run-away prices and over- 
extension of credit, all ultimately leading to an 
economic crash. 

While there is no unanimity as to the extent to 
which postwar credit expansion has been responsible 
for inflation and rising prices, it undoubtedly has 
been a potent factor. The main point at issue now is 
the extent and methods of credit control. While the 
debate continues lively, a broad pattern of procedure 
has been slowly emerging. 

Initial moves have been hesitant and gradual. Quite 
obviously the authorities wish to brake, but not break, 
the boom. They are fully aware that any step to curb 
inflation by deflationary methods involves the risk 
of going too far and in an election year particularly, 
that is to be avoided. Hence the aim is to check the 
boom, if that can be done, but to stop short of defla- 
tion. And this is easier said than done. 


Recent Moves 


Here is asummary of the measures thus far taken. 
In order to discourage unnecessary borrowing, inter- 
est rates have been allowed to rise moderately, and 
there was an advance in the rediscount rate from 1% 
to 114% to discourage Federal Reserve member 
banks from borrowing from the Federal Reserve 
Banks against short term securities. The rise in in- 
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Changes in Public and Private Credit of Banks 
in 1947* 
(Weekly Reporting Banks—United States) 
Billions of Per Cent 
Dollars Change 
U. S. Government securities... ._— 35 — 9 
1 SR ate .. + 0.7 +111 
Certificates _......... _—3.) — 50 
Notes _.......... = — 0.7 — 19 
Bonds and guaranteed issues... ~— 0.4 — | 
Loans on U. S. Government securities... — 0.9 — 53 
Total Public Credit — 4.4 — 10 
Loans (exclud. Government securities loans) + 5.0 + 28 
Commercial, industrial, agricultural.......... + 3.3 tee 
Real estate + 10 + 39 
Other ......... Y . + 0.7 + 18 
Non-Government investments . + 02 + 6 
Total Private Credit... + 5.2 + 24 
Total Loans and Investments. + 0.8 + | 
*—Year ended December 24, 1947. 























terest rates, so far at least, has been noteworthy 
chiefly because of the trend indicated, not because 
of any substantial rise in the cost of borrowing. 
Actually, interest rates are still quite low compared 
with those generally regarded as normal. An im- 
portant part of the move towards higher interest 
rates has been the decision of the monetary authori- 
ties to support the government bond market at lower 
levels than formerly, anent which more later. 

On the credit front, banks are under official pres- 
sure to go slow in lending. They are urged to forego 
loans for unnecessary or excessive inventory build- 
ing, for commodity speculation, for non-essential con- 
struction. To that end, they have now formed their 
own program. Thus in the months immediately ahead, 
commodity and inventory loans which are designed 
to withhold essential goods from the normal market 
channels in anticipation of price rises will be largely 
“taboo.” Mortgage loans for non-essential building or 
for construction which can be postponed until build- 
ing supplies and labor are in greater abundance will 





Federal Reserve System Holdings of Government 
Securities by Maturity, 1947 
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be discouraged. Instead, banks will give priority to 
borrowers who can turn out the supplies and services 
urgently needed at home and abroad, so that the 
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machinery of production of essential goods may be : 


kept functioning at maximum levels. 

On the other hand there is no support, at this time, 
for the proposal advanced by Chairman Eccles of the 
Federal Reserve Board that banks be required to 
create special secondary reserves up to 25% of bank 
deposits, either in form of government securities or 
cash, to restrict their lending powers. 


Other Measures 


An effort will be made to increase the sale of U. S. 
savings bonds to the public in order to syphon off 
surplus purchasing power in the hands of individuals. 
The recently lifted Regulation W, restricting con- 
sumer credit, may be restored. And the Treasury is 
continuing its program of using surplus revenues and 
other available funds, such as the proceeds from the 
sale of savings bonds, to retire bank-held government 
bonds, a program that will be greatly accelerated in 
coming months, when tax intake is expected to attain 
record-breaking proportions. Altogether, in this man- 
ner, the public debt may be cut down by as much as 
$7 billion, a distinctly deflationary move since it cor- 
respondingly reduces bank holdings of government 
securities and thereby their ability to create credit 
money. 

It will take time, nevertheless, before the various 
moves undertaken can become fully effective and even 
then, their adequacy is open to a good deal of doubt. 
Their effectiveness in combating inflation may be 
greater than now generally considered likely, or it 
may be far less, depending on a good many circum- 
stances. If prices continue to rise, it will take much 
more money to keep industry going at current levels 
and with money becoming tighter, effects would be 
felt—some of them unwanted. They might bring 
about a degree of deflation—especially if the supply 
of goods begins to catch up with demand in more and 
more fields—that may mean something of a jolt to 
general business. But we can be far from certain of 
it at this time; for all we know, no real money squeeze 
may occur. In short, the effectiveness of the program 
as it stands now still remains to be demonstrated. 


Control vs. Deflation 


It is significant in one respect, however. We are 
now beginning to adopt some of the measures that 
we have long been urging on other inflation-ridden 
countries. The cause of inflation, everywhere, has 
been too much money in relation to available goods, 
hence now the attack on the money supply. The cru- 
cial question is whether it can be curtailed or con- 
trolled without touching of an undesirable degree of 


deflation. Price control, we have learned, cannot be: 


effective but would merely transform our “open type” 
inflation to a “repressed inflation” where prices of 
certain key commodities are held down by official 
regulation, sending excess money into black markets. 

While the money supply is a factor to watch closely 
in the period ahead from the standpoint of reper- 
cussions on business of the measures taken in this 
field, repercussions in the government bond market 
have brought the money problem forcefully home to 
the investor. With official lowering of the support 
prices for government (Please turn to page 496) 
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By V. L. HOROTH 


Wat changes will the new year 
bring in the economic situation in Latin 
America? Will the business recession which 
developed during the latter half of 1947 in 
Brazil, Mexico, Peru, and several other 
Latin American countries spread and 
mature into a real economic crisis? Will 
the depletion of the war-accumulated gold 
and dollar reserves necessitate further 
drastic import restrictions and curbs on 
dividend remittances? Are some Latin 
American countries faced in 1948 with the 
devaluation of currencies now as much out 
of touch with reality as the currencies of 
some of the European countries are? 

Frankly, we do not know. The economic 
and financial situation in several Latin American 
countries has been precarious and quite ripe for a 
“shakedown” ever since the end of the war. Yet, 
somehow, these countries have “muddled through,” 
making adjustments here and there, and were 
helped by the rising prices. 


Danger Signs 


But this we do know: signs of “danger ahead” 
are multiplying. More people are getting uneasy 
about the outlook, and there has been some flight of 
capital from certain Latin American countries. The 
heavy inflow of imported goods in 1947 failed, as a 
rule, to arrest the inflation, let alone turn the prices 
and costs downward as it should have. It is not put- 
ting it too strongly to say that Latin America has 
thus been saved from a “shakedown” to more nor- 
mal peacetime conditions only because competition 
in world markets for some of its export commodities 
has failed to materialize. There is still either too 
much pent-up demand for some of the commodities, 
such as cotton or cocoa, or the producers in other 
parts of the world have been unable to overcome 
their difficulties. 

Considering the commodity outlook, there is in 
fact a good deal of hope that a “shakedown” in most 
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of the Latin American countries can not only be 
cushioned, but averted. The Marshall Plan holds 
promise that a threatening shift from the buyers’ 
to sellers’ market in the case of such commodities 
as sugar may be postponed by the bolstering of 
Europe’s purchasing power. At the same time the 
dollars lent to Europe will maintain the flow of 
goods from this country to Latin America near 
the current levels. 

For this reason the discussion of the ERP in 
Congress is being watched as eagerly south of the 
Rio Grande as it is north of it. A delay or modifica- 
tion in the Marshall Plan could easily upset the 
present calculations and necessitate adjustments 
which the Latin American would like to avoid or 
postpone. As far as the American business man is 
concerned, the failure of the Marshall Plan to 
materialize would bring a contraction in our exports 
to Latin America and the revival of debt collecting 
difficulties so familiar in prewar days. 

In the present article we are confining ourselves 
to an examination of the 1948 outlook for Argentina 
and Brazil only. In many respects, the shift in the 
economic scene in these two countries parallels the 
changes taking place in other Latin American coun- 
tries. Yet the correction of the maladjustments ac- 
cumulated during the past seven years of wartime 
and postwar prosperity requires a different approach 
in each country. 
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° Photo by British Combine 
View of Rio de Janeiro and gigantic modernistic Christus which crowns the Corcovad 

















Argentina: Trade, Prices and Money 
Monetary Reserve 
Gold and Note Demand Wholesale Retail Foreign Trade Volume of Retail 
Gold For. Exch. Circulation Deposits Prices Trade(a) —_ Exports Imports Exports —_ Food Prices 
End of (millions of U.S. $) (millions of pesos) 1937=100 1939=100 (million pesos) 1937=100 1937=100 
a a - 403 457 1,191 1,482 96 100 1,770 1,338 83 9 
es 1,460 2,830 4,242 194 167 2,839 1,154 48 133 
SEER | | 1,726,b) 4,065 5,380 214 209 4,605 2,330 55 161 
1947 
co ee 1,559 4,110 5,935 217 226 424 346 49 183 
| a ems SE 1,282 4,404 5,914 221 242 468 405 50 184 
SS eee 1,172 4,526 5,908 222 263 501 496 50 180 
SS renege. iT | 1,140 4,596 5,916 225 300 505 44] 49 193 
September ...... 465 1,094 4,657 5,700 226 221 533 57I 67 198 
October .............. 376 1,026 4,744 5,747 226 252 REE ee iets aot 
November 339 NB nn coe ¥ Boao! | oo ieee Eaee ae Rate vee > Cee 
n.a.—No corresponding figures available. (b)—The peak: $1,836 million in September, 1946. 
(a)—Sales of leading establishments in Buenos Aires. | 
a eee as ae a ee ae ail 























One of the danger signs pointing to the changing 
situation in Latin American countries has been the 
depletion of gold and foreign exchange reserves as 
compared with a year ago. This has been particu- 
larly true of Argentina. As the first of the tables 
shows, Argentine gold and foreign exchange re- 
serves fell from the peak of U.S. $1,836 million in 
September, 1946 to $1,008 million in November, 
1947. Of the latter amount only $339 million was 
in gold; the equivalent of $470 million in pound 
sterling, earmarked for the payment for the British- 
owned railways in Argentina, and the balance of 
some $200 million was partly in U.S. dollars and 
partly in inconvertible currencies. When Argentina 
pays for the railways (the agreed price was $605 
million), she will be left with gold and foreign ex- 
change reserves not much larger than before the 
war. 

The significant point about the sharp decline in 
Argentine reserves is that it took place in spite of 
a large and continuing export surplus. It is true that 
certain Argentine exports were on credit and did 
not create any foreign exchange? Also, Argentina 
must have paid out substantial amounts for the 
purchase of foreign investments (French railways 
and the United Telephone Co.) as well as for the 
repatriation of her public debt. But the loss has 
been so large that the only other possible explana- 
tion is a heavy flight of capital from the country, 
which the London Economist puts at a figure as 
high as $1,000 million. 


The decline in Brazilian gold and foreign exchange 
reserves has been less marked. At one time they 
were down about $170 million from the peak of 
$800 million reached in August, 1946. But lately 
they have recovered somewhat. However, not much 
more than one-half of Brazilian reserves are in gold 
or convertible currencies. The equivalent of about 
$260 million is in blocked sterling, and some $100 
million are in other inconvertible currencies, chiefly 
French and Belgian francs. Although gold and dol- 
lar reserves are several times as high as prewar, 
they must serve as backing for the note issue which 
is nearly four times as large as in 1939. Clearly, 
Brazil has not much to spare particularly in view of 
her vast postwar development program. This ex- 
plains why Brazil is anxious to obtain new capital. 


Inflation Continues 


Since the wartime export surplus is usually given 
as the main reason for the inflation in Latin Ameri- 
can countries, it was anticipated that the spending 
of a part of the accumulated reserves for imports 
would not only arrest the inflation, but deflate suf- 
ficiently the costs and prices to permit successful 
competition in foreign markets when the buyers’ 
market returns once more. Imports have been on 
unprecedented scale: A few months ago Brazil was 
importing goods at the annual rate of about 20 bil- 
lion cruzeiros compared with 5 billion before the 
war. Argentine imports have been at rate of nearly 

6 billion pesos as 























against the 1939 
Brazil: Trade, Prices and Money rate of 1.3 billion. 
Kiedis boa Yet the price trend 
onetary Reserve state : y 
Gold and Note Demand Retail Wholesale Foreign Trade Trans one to be still uP 
Gold For. Exch. Circulation Deposits FoodPrices Trade(a) Exports Imports in Rio ward In Argentina. 
(millions of U.S. $) (billions of er.) 1937=100 1943=100 (million cr.) Brazil has no whole- 
End of sale price index. The 
1939 354 630 5.0 6.0 102 100 5,616 4983... retail food price in- 
945... 354 630 17.5 18.0 213 136 12,192 8,616 121(c) dex apparent] de- 
1946 354 714h) 205 15.7 255 182 18,252 13,032 154(c) — oe y. 
1947 clined between 5 and 
March ...... 354 665 20.4 17.5 295(e) 199 2,130 1,621 129'd 10 per cent last 
June... 354 629 20.3 16.6 260.e) 174(f) 1,639 2,075 224(d Fall, but the Bra- 
July 354 640 20.3 17.1 at dea 1,640 2,152 175 zilians themselves 
Aug. ........... 354 650 20.3 16.9 1,848 1,590 124 den that this is 
Sent. ...... 354 675 20.3 16.6 Lada 1,938 1,756 121 y 
Oct. . 354 668 20.3 saa Lege 2,072 ee 87 the case. 
SS” eee 20.3 Foe ne iss eile i i Adee 3 90 Brazil’s inability 
6 Raoewn of leading establishments in State capitals. (e)—Partly estimated. to arrest inflation 
c)—Annual averages. #)—May 1947. even with the aid of 
(d)—Quarterly averages. (h)—The peak: $800 million, August 1946. huge fori digg se 
Source: United National Monthly Bulletin of Statistics, Int. Reference Service (Dept. of Commerce), Central be laid to (1) fail- 
Bank reports, U. S. Chamber of Commerce Reports, etc. 
ure to block off the 
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exces purchasing power created by wartime export 
surpluses, and (2) failure to expand production of 
food. To begin with, the proceeds of export surpluses 
have been held by a relatively small group of people 
who, instead of holding them for financing of post- 
war expansion, used a part of them when prices 
started to rise, for speculation in food, imported 
goods, houses and land. The great building boom 
was financed in this way. 

Some of the funds, as a matter of fact, have been 
invested in new industries and in the expanding of 
old ones. But this has been done at times indis- 
criminately and with full knowledge that some of 
the new industries would have little chance of sur- 
vival when faced with overseas competition. The 
aim has been to “make a killing” while the oppor- 
tunity lasted, and this explains why an annual 
return on capital of 100 per cent a year has been 
nothing unusual in Brazil. It also explains why the 
prices of many Brazilian-made industrial products 
are simply “out of this world.” 


The Agricultural Problem 


But the great wartime boom favoring industrial- 
ization has completely upset the industry-agriculture 
relationship. Attracted by higher wages, farm labor 
has flocked to the cities. But unlike the farmer in 
the United States, the farmer in Brazil has failed 
to make up the loss of labor with more efficient pro- 
duction through increased use of machinery and 
fertilizers. He could not very well afford to buy 
either. Moreover, Brazil, while efficient in large-scale 
raising of cotton, sugar, coffee, and cocoa, simply 
does not have enough small diversified farms rais- 
ing food — a deficiency which, incidentally, the 
International Association for Economic and Social 
Development, supervised by Nelson Rockefeller, is 
trying to remedy. Nor have there been enough 
warehouses and transportation facilities to tap the 
food surpluses in outlying districts. The result of 
all this has been that Brazil’s food production on 
the per-capita basis has declined and prices have 
risen so much that, for example, imported Dutch 
potatoes are cheaper in Rio than the domestic 
product. 

But there has been another development, equally 
serious. With food prices rising faster than wages, 
the Brazilian worker has had little money left to 
buy anything else. Hence the food riots and strikes. 
At the same time, the farmer whose production has 
failed to expand can afford even fewer overpriced 
industrial products than before the war. As a result, 
the real purchasing power of the Brazilian popula- 
tion has been declining in spite of the fact that the 
national income rose from some 25 billion cruzeiros 
to nearly 100 billion; industries are unable to dis- 
pose of their products even now when import re- 
Strictions have eliminated foreign products, and 
many factories making textiles and other consumer 
goods are closed or are working on a part-time basis. 


Devaluation the Answer? 


The sure panacea for economic ills in Latin 
America is believed to be currency devaluation. Ex- 
ports get moving, and fresh purchasing power is 
thus created. However, the growing business reces- 
sion in Brazil could hardly be cured at this point by 
a cruzeiro devaluation. The exports of principal 
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| Argentina: Budget, Public Debt and Nat. Income 
| (In Millions of Pesos) 


Proceeds Total Internal External Nationa! 


Ordinary of Bond Expen- Debt Debt Income | 
Revenue Issues ditures Deficit (End of the Year) 
Le = Sie ay SRS 3,648 1,149 9,294 | 
| 1940 964 183 1,317 353 4,085 1,102 9,424 | 
| 1941 910 195 1,367 457 4,688 1,076 10,458 | 
| 1942 1,001 275 ~=1,526 525 5,232 1,011 11,914 
| 1943 1,024 401 1,761 737 6,236 892 12,718 | 
1944 1,379 889 2,411 1,032 7,672 292 = 14,295 | 
1945... 1,491 1016 2,848 1,357 8,941 212 15,055 | 
1946... 1,639 1,107 2,923 1,384 10,300'e) 150(e) .. | 
PESA?...... 2,544 790 4,397 = 1,873 ites : ea 








(e)—Partly estimated. 





staples are still moving out in good volume—though 
somewhat smaller than during the war years—and 
the price outlook remains generally good. Ulti- 
mately, when the buyers’ market returns, the 
cruzeiro will undoubtedly have to be revalued. 
What Brazil needs at this juncture to revive busi- 
ness at home is a readjustment in the relation be- 
tween the purchasing power of workers and farmers, 
and prices. This could be done either by (1) raising 
wages without raising prices, or (2) lowering prices, 
particularly food. If Brazil had foreign exchange to 
spare, she could break the vicious circle by import- 
ing food. As it is, she has followed a course which 
from the long range point of view is undoubtedly 
a wiser one, but riskier from the immediate view- 
point, since inflationary (Please turn to page 502) 


























| U. S. Trade with Argentina and Brazil 
(In Millions of Do}lars) 
Exports Imports Exports Imports 
to from to from 
Argentina Brazil 
| Monthly Averages Monthly Averages 
1937 $ 7.8 $11.5 $ 5.7 $10.1 
1938 ah 3.4 5.2 8.2 
| 1939 5.9 5.2 6.7 8.9 
| 1940 8.9 6.9 9.2 8.7 
| 1941 9.1 13.9 12.3 15.3 
1942 6.1 12.5 8.7 13.7 | 
1943 22 12.1 13.0 19.1 
| 1944. 25 14.7 18.1 24.4 | 
| 1945 3.3 14.2 18.2 25.9 | 
j | 
| 1946 | 
January 92 16.7 31.4 42.1 | 
February 9.0 9.1 22.4 23.1 
March . 9.3 15.2 26.5 29.5 
April . 10.5 18.4 22.4 33.3 | 
May . 14.7 14.8 28.1 31.0 | 
| June... 13.6 17.5 27.2 40.5 | 
| July . 14.6 14.1 26.1 27.3 | 
August 19.8 13.9 33.2 46.0 | 
September 13.1 10.9 20.0 29.9 | 
October 12.0 13.9 20.1 30.0 | 
November .. 29.4 23.0 47.8 37.8 | 
December ... 37.8 26.7 51.1 37.3 | 
1947 
January 32.0 16.4 52.8 51.5 
February ........ 36.1 16.9 56.3 37.5 
March .. 66.5 8.8 65.4 29.4 
April. 49.4 13.3 61.1 42.5 
May =... 71.7 18.8 68.5 26.8 
June ... : 57.8 15.3 50.0 17.0 
J (1! “Spee 53.7 10.7 50.1 31.2 
| August . 74.4 5.8 45.3 28.2 
| September 64.9 7.2 40.3 46.7 
October... . 59.3 1.5 52.9 46.7 
| November . 58.0 pater 46.0 wae 
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of Industry’s 


PROFIT — 
DOLLAR_.»@ 


By WARD GATES 


SJ here is perhaps no other business subject 
that is so simple yet at the same time so involved 
as the role of profits. The rise and fall of earnings 
illustrate clearly a number of the elementary prin- 
ciples of economics, as they reflect the law of supply 
and demand for goods, labor, materials, and capital. 
When in any industry the return on capital is high 
or rising, the investment in that industry tends to 
be built up, new labor and capital to be attracted, 
and the securities to enhance in value. 

Conversely, when earnings are falling, there is 
no growth to finance, the available labor and capital 
flow elsewhere, and the stocks and bonds usually 
discount an inevitable reorganization. Earnings thus 
serve as an automatic regulator that is working 
constantly, as everyone can see, to guide money 
and manpower into those lines offering the most 
promise of profitable employment. 


Earnings Factors 


At the same time, the subject of earnings is 
becoming increasingly complicated and controversial. 
Investors today must be well versed in accounting 
to interpret many of the financial statements, with 
their special adjustments and reserves in connection 
with inflated inventories, accelerated depreciation, 
income tax credits, high-cost additions to plant, pen- 
sion plans, and contingencies. There is endless 
debate as to whether corporate earnings as cur- 
rently reported tend to overstate or understate the 

“real” earnings (however they may be defined). 

All groups affected by corporate income are fight- 

ing to protect their own interests: the employees 


472 





demand that a larger share be distributed 
as wages and salaries, the shareholders 
would like a larger distribution to com- 
pensate for the loss in purchasing power 
of their dividend dollars, the public wants 
lower prices, and the Government wants 
more taxes. Government, formerly called 
only the “silent partner” of business, ex- 
pects to collect from corporations in fed- 
eral income taxes alone $23.3 billion in 
the coming fiscal year, or more than nine- 
teen times the $1.2 billion collected in 
prewar 1939. 


Industry’s Position 


As the new year gets under way and 
the 1947 annual reports begin to appear, 
: it seems timely to review briefly, from 
: the standpoint of earnings, what industry 
has done, how it stands today, and where 
it is heading. An examination of the long- 
term record of corporate earnings, now 
available for a period of almost forty 
years, shows a number of widely differing 
“eras.” Last year brought an unfavorable 
turn in public financing, yet the total of 
corporate new capital raised exceeded $4.5 
billion, a seventeen-year high. The tre- 
mendous expansion of industry during the 
war has been followed, not by a shrinking 
back as widely expected, but by an amaz- 
ing further expansion in plant, employ- 
ment, production, and sales. 

All of these factors permit factual 
analysis and, fortunately, do not in this 
discussion call for either “propaganda” or 
the extremist views on the subject now being widely 
circulated. For examle, in the case of certain com- 
panies the current earnings have soared to almost 
unbelievable heights (whether measured in dollars, 
in profit margin on sales, or in return on net worth) 
as a result of the huge deferred demand and the 
apparent efforts of the seller to raise prices for all 
the traffic would bear; such actions cannot be de- 
fended or even justified by anything but narrow 
self-interest, and it is surprising that they have not 
been severely condemned and by their own trade 
associations which have been publicizing a “hold- 
the-line” policy on prices. 

In most cases, however, consideration should in 
fairness be given not only to the actual level of 
earnings as currently reported, but also to such 
qualifying factors as non-recurring inventory profits 
and under-depreciation of fixed assets, and the prob- 
lem of meeting the enlarged capital requirements 
for fixed and current assets at the present inflated 
price level. 

This new capital may be obtained from only three 
sources: 

1. From the business itself, in the form of net 
income in excess of dividends paid out, and in the 
cash equivalent of depreciationand depletioncharges, 
which are made against earnings in computing net 
income but do not represent cash outlays. 

2. From the issuance of additional stock — pre- 
ferred, common, or both — which may be offered 
to existing shareholders and any unsold balance 
underwritten by investment bankers. 

3. From borrowing—on short or intermediate 
terms from banks, or on intermediate or long terms 
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on notes, bonds, or debentures from the investment 
market or insurance companies. 

Satisfactory earnings are a prerequisite to obtain- 
ing funds from any of these sources, with the excep- 
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Net Income (After Taxes) and Dividend 


Payments of All U. S. Corporations 


(In Billions of Dollars) 




































































“e ‘tion of the limited release of cash when reserves Net Dividends %ofNet Retained 
il j ‘charged against fixed assets are in excess of the Year Income Paid Income —_ Income 
“led Foash outlays charged to maintenance and repairs. ae ve $ a $ a $ "F 
fed. Unless a net profit is realized, there will be none to "reams 25 19 14 07 
‘es ~ Fretain, there will be no attraction for the investment |] ) 3.4 1.9 57 15 
. 1 fof new capital, and there will be no basis for the sin he 2.2 65 1.2 
“ws extension of credit. aaa ve 7 = My 
The adequacy of earnings cannot, of course, be 1916 7.4 2.5 34 4.9 
judged from their current level alone. It is necessary re 3.0 41 43 
to look back over the record of the past, and also 1918 - 46 2.6 57 2.0 
ll :, a 2.6 4l 3.7 
to look forward to the probabilities of the future. 1920 a 29 47 14 
and Net income is a residual, usually quite narrow, be- es : 2.6 * —24 
ar tween total receipts and total expenses including 1922 . 4.4 2.6 60 1.7 
om | taxes, and as such is subject to sharp and wide | aaaameaeaeeiaga He = re + 
try | fluctation. Good years must be balanced against the || 1925 70 40 58 20 
ere lean or deficit years if a business is to maintain || 1926 00. 6.8 4.4 65 2.3 
its prosperity or even solvency. | 1927 5.9 4.8 8! 1. 
ng- ee y | 1928 es 7.6 5.2 68 2.4 
ow , | 1929 . 8.4 5.8 69 2.6 
rty Long Term Earnings Record | 1930 25 55 > —30 
ing | 1931 oath 4.1 * —5.4 
ble A condensed summary of the earnings and divi- || !932 . —3.4 2.6 —6.0 
of | dends of all active corporations in the U. S., now el — oH ce — 
45 numbering around 470,000, is given in the accom- 1935. 26 29 + —0.6 
ns panying table for the years 1909 through 1947, pre- 1936 4.3 4.6 * —0.3 
i. pared from data compiled by the Treasury Depart- 1937 . 4.7 4.7 
ng pment, Commerce Department, and Temporary Na- sb or = Pe “~~ 
az. | tional Economic Committee. (Table I.) 1940 - 6.4 4.0 63 2.4 
yy- Because of the fact that dividend payments tend 1941 9.4 4.5 48 4.9 
to be much more stable than net income, the annual a ae a pe oe 
1a]_ | ratio of the two has varied widely. Nevertheless over all 47 47 52 
ris longer periods the average proportion of earnings 1945e 8.9 4.8 54 4.2 
or | paid out has been fairly uniform, excepting for F946 nnnnenennnene NDS 5.6 45 6.9 
ly | Years of severe depression, notably the 1930s. was a 38 10.5 
15 For example. durine the (Pl ir tan 499 igures exclude intercorporate divi ends. 
m- ple, g ease turn to page 499) (e)—Estimated. (—)—Deficit. 
yst TABLE 1! (*)—Dividend payments over 100% of earnings net computed. 
~ TABLE 111 
h) Wartime Expansion of All Manufacturing - 
he Corporations Corporate Security Issues for New Capital 
all (In Milli f Doll (In Millions of Dollars) 
le- n Millions of Dollars) Bonds & Stocks 
Ww | ASSETS Year Notes Preferred Common _ Total Total 
ot eEeEEEE= Se $11,918 1919 ~ $ 810 $ 726 $ 710 $1,436 $2,246 
q Government securities ’ ie 1,157 11,324 1920 ; 1,561 462 540 1,002 2,563 
e ion... 34a 14,552 1921 1,436 7 194 265 1,702 
d- RRMeNOneSt 2s re et Pl 10,993 18,421 1922 . . 1,645 293 277 570 2,215 
- nde ee 1923 . 1,976 335 324 659 2,635 
in Total current assets | $56,215 1924 2,200 318 Sit 829 3,029 
f i eee ay 1,780 Ce | 594 558 1,152 3,605 
0 | Other capital assets Duicnte eit) § IGRne 50,244 £926... 2,667 509 578 1,087 3,754 
oh canes ‘ceanaia a. 2a 874 600 1,474 4,657 
ts | EN ee $52,024 1928... 2,385 1,149 1812 2,961 5,346 
b- a | 26,102 im... 208 1,517 4,407 5,924 8,002 
t | edie oaeeeeees 1930 = 2,980 412 1,091 1,503 4,483 
S Net capital assets. en $23,060 $25,922 | eer 7 116 195 311 1,551 
od Other investments... 8,350 10,512 1932 ...... . 305 10 10 20 325 
RENAN RARER ohooh re eee 1,182 3,350 i 40 15 105 120 161 
1e ee gies ee 144 3 31 34 178 
. Wotdltrassets, orc: oe, GEG 739 $95,999 So as 334 54 15 69 404 
839 90 262 352 1,192 
at LIABILITIES oe... 205 203 408 1,225 
e Accounts payable one =$§ 4,830 $ 9,276 1938 807 48 19 67 873 
Notes payable 2,166 3,225 oc) Je 287 26 71 97 383 
S; Other liabilities .... 2,049 14,096 1940 _. 601 él 74 135 736 
t separa ——— . ee 889 94 79 173 1,062 
Total current liabilities. ~=6§ 9,045 $26,597 a 506 103 16 118 624 
a Bonds and mortgages...ccccccccccccenenenennenen 5,255 6,332 C). ee 282 55 37 92 374 
d Capital ond surplus. AZ AF 63,070 1944 _. 422 133 91 224 646 
araairapenae anon 1945 — 430 226 657 1,264 
e Total liabilities $56,739 $95,999 1946 ~~ 2,038 740 728 1,468 3,506 
WORKING CAPITAL te... 394 606 600 1,206 4,518 
e Net current assets $15,102 $29,618 eats ree 
§ “Current ratio” 2.67 2.11 (p)—Preliminary. 
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in the New Year 


even keel compared with a year ago, 
though total assets have climbed to new 
levels all along the line. 

Employment of earnings assets, how. 
ver, has undergone some _ significant 
changes that we will presently discuss 
more fully. While net earnings tended to 
decline during the first half of 1947, the 
trend was reversed during the second 
half, though not sufficiently to establish 
a level comparable to that of 1946. 





Swelling Demand for Loans 


As industrial activity and turnover of 
goods at steadily higher prices continued 


spondingly swelled, with the natural re. 
sult that interest rates firmed up decidedly 
in the second half. The need to carry out 
widespread plans for expansion and to 
maintain inventories at desirable levels, 
as well as to finance high priced crops, 
brought borrowers into the market on an 
increasing scale. And as heavy retire 
ments of Government bonds early last 
year substantially reduced bank income 
from these investments along with lend- 
able funds, the banks soon found it advis- 
able to liquidate large, quantities of low 
yield, short term Government issues and 
invest the proceeds in the more profitable 
loans mentioned above. Though _ total 
loans and investments of the New York 
banks increased during 1947 by only an 
estimated $500 million, the over-all im- 
provement in gross earnings achieved by 
this shifting process, amounted approxi- 
mately to $80 million annually, or meas- 
ured by the return per dollar of earnings 
assets about 7% on the up side. 

The unpegging of interest rates on short 
term Government issues, plus the later 
action by the authorities in lowering the 
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By H. S. COFFIN 


ill the economy emerges into another year 
with hopes high on the one hand but tempered with 
major uncertainties on the other, the status and 
potentials of our big banks invite close scrutiny. 

Upon the soundness and policies of the large 
private banking institutions in New York City espe- 
cially depends the welfare of all the business enter- 
prises throughout the nation, for in the Metropolis 
is concentrated nearly a fifth of the total banking 
resources of the entire country. Here is established 
the elaborate financial machinery, coordinated with 
that of 14,000 other commercial banks throughout 
the land, that makes possible the production and 
distribution of most goods for domestic and world 
trade. And millions of shares in New York’s giant 
banks are owned by investors from coast to coast. 

The 1947 annual reports of these banking institu- 
tions have now been issued, permitting a study of 
their last year’s progress, current position and prob- 
able operations for 1948. Broadly speaking it is 
apparent that total deposits have remained on a very 
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support levels for Government bonds 
served to confirm that the slow uptrend 
in interest rates was no flash in the pan. 
While this circumstance bolsters expecta- 
tions by the banks of higher gross earn- 
ings, it must be realized that the downtrend in 
prices for all classes of securities, from governments 
to equities, has not only precluded profit taking on 
anything like the scale attained in 1946 and in most 
war years, but has brought some substantial paper 
losses to the banks as well. 

According to rules of the Federal Income Tax 
Bureau, the banks are permitted to value their 
portfolio holdings at cost rather than at market 
prices, though when actual sales are made, profits 
or losses are definitely established. While prices for 
bonds bought at a premium and amortized to their 
maturity date, accordingly, have no effect upon 
earnings if retained in bank portfolios, those dis- 
posed of during the falling markets characteristic 
of 1947 did to some extent cut into revenues from 
interest, dividends and service charges. But all con- 
sidered, the general dip in final net per share was 
somewhta less than might have been anticipated. 

In part, also, steps taken last year by the banks 
to improve operating efficiency helped to stabilize 
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to mount during 1947, loan demand corre-f 
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of dollars daily. To care for sub- 


‘under boom conditions, the New 
' York banks added about 10,000 
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their earnings under changing 
conditions. Acquisition of the 

most modern tabulating ma- fie" "“"— 
chines, rearrangement of inter- L 
office procedures and coordina- 
tion of personnel work helped 


stantially expanding business 


new employees last year, while “ 


at the same time their wage 
scales continued to increase 
in line with the rise in living 
costs. 

With the costs of supplies, 
communications and all other 
items tending upward, it was 
necessary to expand service 
revenues wherever _ possible. 
During 1947, most of the large OL: 
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institutions upped their service 
charges in a broad manner, and 
as both turnover of business and 
the addition of new accounts formed a larger base 
for the charges, the net results were rather bene- 
ficial. The record gains in foreign trade established 
last year measurably added to the gross revenues 
of the big banks, for the great bulk of dollar trans- 
actions involving letters of credit, shipping papers 
and collections, are handled by the New York in- 
stitutions for most American exporters as well as 
for foreign shippers. These highly complex trans- 
actions require great experience and the handling 
fees aggregate substantial sums in an active year 
like 1947, when exports totalled around $18 billion 
and imports were more than $7 billion. 

In scanning full year changes in operating costs 
of these banks for 1947 compared with the previous 
year, it appears that they rose to about $270 mil- 
lion, up about $20 million. As an offset to rising 
costs, income from interest on loans rose by about 
$20 million, to reach a total of close to $140 million. 
On the other hand total income from investments 
fell off to the extent of nearly 
$33 million, only partially offset 


Looking ahead into banking prospects for 1948, 
there are a number of divergent factors that enter 
the picture. On the assumption that during the first 
half year, general business will continue at current 
high levels and that prices trend moderately up- 
ward, it seems clear that the demand for loans will 
more than ever provide a profitable outlet for the 
available resources of the banks, and quite possibly 
at slightly higher rates than the average of 2.10% 
shown for 1947. As a consequence of the decline in 
equity prices last year that has discouraged an 
expansion in capital flotations, industrial and utility 
managements are increasingly turning to the banks 
to finance their needs. 


Discrimination in Lending 
Now that total loans have reached a record high 


level, however, and the wage-price spiral shows no 
signs of abating its upward course, bankers are 





by a rise in income from service 
charges of about $9 million and 
a drop of $12 million in taxes 
paid. 


The Earnings Picture 


On balance, allowing for vari- 
ous other bookkeeping adjust- 
ments, the 37 members of the 
Federal Reserve System in New 
York City achieved aggregate 
net earnings last year of ap- 
proximately $126 million, some 
$14 million less than in the pre- 
ceding year. Cash dividends 
totalled $78 million and $48 mil- 
lion were retained to bolster 
capital resources. These latter 
figures clearly indicate a sound 
earning capacity for this impor- 
tant bank group and invite con- 
fidence in a continuation of their 
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studying loan applications with keener eyes than 
ever. Uneasiness over bank credits has been pushed 
to the front by memories of former postwar booms 
and busts, with Government authorities and indus- 
trial leaders joining the bankers in determination 
to avoid potential trouble later on. The American 
Bankers Association is already implementing a pro- 
gram that will frown upon speculative loans and 
encourage deferment of borrowing designed to 
further large scale expansion plans. 


Higher Loan Rates? 


While increased pressure for borrowing seems 
unavoidable, the banks will undoubtedly tighten up 
their lending policies, stiffen their rates modestly 
in the hope of preventing any of the wild borrowing 
that ended in collapse in 1929. As matters now look, 
the aggressive tactics of the banks to gain a larger 
share of consumer installment loans, now carried 
by the nation’s banks to the extent of about $2 bil- 
lion, will be somewhat checked if Regulation “W” 
is restored as seems likely. Another curb upon any 
tendency to overloan has been the recent move by 
the Federal Reserve Banks to raise the rediscount 
rate. 

While the nearly riskless operations of the banks 
during war years have been moderately changed by 
shifts from Federal obligations into a larger pro- 
portion of industrial loans, the overwhelming reli- 
ance upon Government bonds in their income deriva- 
tives still bulwarks the safety factor of the banking 
business. All said, it looks as if a higher level of 
loan income in 1948 would rather fully compensate 
for a slight rise in operating costs and an approach- 
ing trend towards a levelling off in recent gains in 
industrial borrowings. This would indicate that 1948 
net earnings of the banks should closely equal those 
of 1947, unless the unexpected occurs. 

Now that we have discused the over-all picture in 
a broad manner, we will turn to the status and 
accomplishments of some of the individual banks. 
In many respects the annual reports of these large 
institutions reflect the differing policies of their 
respective managements. In the appended table we 


list pertinent statistics of 14 large New York banks 
and the Bank of America in San Francisco, having 
included the latter because in point of deposits it 
still holds top place over all other banks in the 
country. Study of the factual evidence presented 
should prove interesting to holders of shares in the 


banks listed, or to those of our readers contemplat. f 


ing an investment in the bank field. 


Resources of the National City Bank of New 


York, largest bank on the Atlantic Seaboard rose 
to $5.2 billion during last year, a gain of about $226 
million compared with 1946. Holdings of Govern- 
ment obligations declined by approximately $57 mil- 
lion to a level of $1.25 billion, or 41% of total assets, 
Combined earnings of this bank and its subsidiary, 
City Bank Farmers Trust Company, amounted to 
$22.49 million including $3.9 million profits from 
sale of securities. The bank’s surplus account at the 
year end stood at $162.5 million, with undivided 
profits of $30.1 million. National City Bank shares 
displayed considerable stability last year, a recent 
price of 40 comparing with a 1947 range of: High— 
4634, low—3614 on the asked side. It will be noted 
that the dividend of $1.60 per share was comfortably 
covered by net earnings equal to $3.63. The current 
yield of 4%, lowest on our list, attests to the high 
regard of investors for shares of this sound bank. 


Chase National Bank 


Chase National Bank reported a loan portfolio 
that as of December 31 amounted to $1.32 billion, 
highest in the long history of this old institution. 
Total resources declined slightly to $4.8 billion, due 
chiefly to liquidation of Government bonds during 
the year. Total amounts of Federal securities held 
at the end of the year were $1.97 billion, compared 
with $2.22 billion a year ago. Net earnings of Chase, 
amounting to $19.8 million, or $2.68 per share, in- 
cluded security profits of $1.25 million. Chase Na- 
tional Bank shares at a recent price of 36 yield 
4.4% and are rated high by investors familiar with 
the fine long term record of this bank. Along with 
the National City Bank, Chase National’s earnings 
potentials are enhanced (Please turn to page 503) 







































































Statistical Summary of Leading Bank Stocks 
U.S.Gov't Loansand 
Securities Discounts Divi- Divi- 
Book Value PerShare Deposits—$ Million TotalAssets as%/ of as ¥, of Net Per Share dend Recent dend 
12/31/46 12/31/47 12/31/46 12/31/47 ($:Million) TotalAssets TotalAssets 1946 1947 1947 Price = Yield 
Bank of Am., N.T.&S.A... $27.76 $30.14 $5,416 $5,467 $5,846 30.4%, 42.8%, $3.39 $4.64 $2.25 $46 4.9%, 
Bank of Manhattan 31.56 32.24 1,007 1,089 1,216 29:7 35.1 2.56* 2.06* 1.20 24 5.0 
Bankers Trust . 49.05 50.25 1,390 1,484 1,667 29.0 37.4 3.08 1.94Se9 1.80 38 4.7 
Central Hanover . VIBt9 . 121545 1,500 1,492 1,630 44.0 25.2 9.57 7.26 4.00 9I 4.4 
Chase National 42.36 43.52 4,495 4,477 4.856 41.1 27.3 2.99 2.68 1.60 36 4.4 
Chemical Bank & Trust... 41.40 43.26 1,226 1,284 1.414 207 31.8 3.18 3.07 Se9 1.80 40 4.5 
Commercial National 57.16 58.81 203 213 240 45.5 21.8 4.03 3.66 2.00 40 5.0 
Corn Exchange ................__ 56.05 58.12 798 782 828 61.3 9.7 §.11 3.74Se9 2.80 53 5.3 
Empire wut... 122583 125.45 127 122 131 56.2 16.0 20.76 5.62* 3.00 72 4.2 | 
First National of N. Y.....1,359.80 1,367.46 654 591 764 56.6 Lg 106.01 87.66 80.00 &,245 6.4 | 
Guaranty Trust... 357.36 360.67 2,475 2,415 2,848 44.0 29.8 19.75 18.28 12.00(x) 264 4.5 | 
Tea es eer 22.90 1,001 1,072 1,208 39.4 31.4 1.35* 1.26* .80 15 5.3 
Manufacturers Trust... 57.71 60.03 2,287 2,320 2,468 47.5 19.6 5.26 4.72 2.40 49 4.9 
National City of N. Y..... 41.86 43.57 4,664 4,874 5,203 41.0 23.4 3.68 3.63 1.60 40 40 
New York Trust... 104.78 107.33 655 729 803 36.9 30.0 7.40 6.54 4.00 86 4.6 
*—Operating Earnings only. (x)—Plus one additional share for each nine shares held. 
Se9—For 9 months ended September 30. 
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Our securities are listed on the New York Stock Exchange 


What does this mean to YO? 


mental to a sound investment decision. 


Hundreds of America’s foremost corpo- 
rations have qualified, under Federal 
laws and the regulations of the New 
York Stock Exchange, for listing of 
their securities on the Exchange. They 
do so, primarily, because of the benefits 
to their stockholders, and to investors 
generally. 


Listing on the Exchange provides a 
national market place for the security. 
Bids to buy and offers to sell from all 
over the country can meet in one place. 
Through his representative on the Ex- 
change floor, the investor who wishes 
to purchase the security meets the 
greatest possible number of sellers —the 
investor who wishes to sell meets the 
greatest possible number of purchasers. 


THE MAGAZINE OF WALL STREET 


Listing assures buyer and seller alike 
of the best available price. On the Ex- 
change, prices are determined openly, 
by competitive bidding — and the rise 
or fall of prices represents the will of 
the majority trading at that time. 

Listing means prompt publication of 
prices. As soon as a transaction is com- 
pleted, price and volume are broadcast 
across the nation by means of the ticker 
tape. 

Listing means regular disclosure of 
essential facts about the company. Be- 
fore any company lists its securities on 
the New York Stock Exchange, it agrees 
to publish regularly essential informa- 
tion about its operations and financial 
condition—information which is funda- 


These are not the only advantages of 
a listed security, by any means. They 
are, however, sufficient to indicate why, 
for 155 years, the New York Stock Ex- 
change has performed a necessary 
service for the investors of America. 


~ New York 


Stock EXCHANGE 
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An Open Letter to The Congress of The United States |x: 


In the next few days the Congress will be asked to consider legislation to extend the shutdown of 
American distillers. Since this involves an industry which pays annually more than two and a halt 


In ac 
they th 


Whe 
tly be 


billion dollars in taxes, and employs directly and indirectly more than two million American workers fand cat 
we think it might be useful for you and for the public to have some of the facts about the recenif And 


Maybe 


voluntary 60-day shutdown. hicken 


Schenley entered into the voluntary agreement and 
has lived up to its obligations 100 per cent. 


Some American distillers did not shut down. 
The Canadian distillers did not shut down. 
The British distillers did not shut down. 


No other country in the world closed its distill- 
eries. 


For the announced purpose of providing food for 
hungry people in Europe, the shutdown has been an 
absolute, costly, and utter failure. 


The purpose of our government was to save 
wheat. We believe that not only was there no 
saving of wheat, but that wheat was actually 
lost. 


The distilling industry uses practically no wheat. 
The actual figure is less than one thousandths of one 
per cent of the total wheat crop. 


This industry uses principally corn, some rye and 
some barley malt. Most of this grain, if not so used, 
would ordinarily be fed to animals. 


Normally, we use about 2 per cent of the total corn 
crop. 


It was estimated by the President’s Food Commit- 
tee that the 60-day shutdown would save approxi- 
mately ten million bushels of grain, but actually 
little or nothing was saved because in the process of 
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We take out only the starch. We save all the pro-fP!POS* 
tein and oil and add yeast. The resulting products}poPle. 
are rich in protein, vitamins, amino acids and othetf Engl: 
feed values. ing at 
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distilling we return to the farmer feeds for poultry, 
hogs, dairy cattle and beef cattle which in the opinion 
of experts have an equal or greater feeding value 
than the grain we used. 


We are convinced that the final result is this—if 
a farmer has ten bushels of grain and sells us two 
bushels for distilling, and then feeds the eight bushels 
which he kept and the residue which we return to 
him, he will get as much added weight in feeding his 
animals as he would have achieved if he had fed 
them the original ten bushels. 


It cc 
bays ta 
han ty 
We think he actually gets more. axes. 

It thi 
work. \ 
one tho 


Suffice it to say that the benefits of a balanced dietf 
have been proved over and over again for both ani- 
mals and human beings. 


It inc 
Our own Department of Agriculture, in numerous 


bulletins, has published many formulas for the use “y Se 
of distillers feeds to balance animal diets. -— 
o 


We admit, frankly, that the exact percentage olfand for 
feeding value which we return to the economy ifAmeric 
debatable. Worker. 





You may think that instead of being more, it is We a 
even as much as fifty per cent less. Let’s assume that}Will pre 














476B 


JANUARY 31, 1948HHE kh 






















you sincerely believe that the Luckman plan saved 
f4ve million bushels of corn, or less than one tenth 
lof one per cent of the total grain available. 


But it wasn’t corn the government wanted to 
ship abroad. It was wheat. 


We knew that our feeds would add weight to 
attle, but the government apparently was not in- 
erested in getting more meat. Now the Secretary of 
Agriculture tells the country that we are faced with 
aterrible meat shortage. It does get a little confusing, 


¢ _ 
;' doesn’t it, gentlemen? 

In addition, we think they lost more wheat than 
— hey thought they saved. 

When the farmer doesn’t get our feed do you hon- 
1 hal stly believe he is going to let his poultry and hogs 
rkers,fand cattle starve? 
recent} And maybe this particular farmer hasn’t any corn. 

Maybe he has wheat. So he feeds the wheat to the 
hickens and hogs and cattle—and it was wheat that 
we wanted in the first place to ship to Europe. 

The government of every country in the world, ex- 
ultty, rept our own, has adopted the principle that distill- 
11100 King takes nothing away from the food economy. This 
valuef, proved by the fact that none of these governments 

have shut down their distilleries. Surely they are not 
e pro-ppurposely taking food out of the mouths of starving 
»ducts people. 
othetf England is running at capacity; Canada is run- 
ing at capacity; eleven countries which have sub- 
is —jjpmitted their needs under the Marshall plan, have 
s twofked for grain for distilling and brewing. 
ushels| Even assuming that the shutdown saved a few mil- 
irn topion dollars worth of corn, let’s see what it cost: 
ng be It completely dislocated an industry which 
d fell ays to the Federal and State governments more 
than two and one-half billion dollars a year in 
foxes. 
d diet It threw thousands of American workers out of 
1 anifork. We know because we alone kept more than 
one thousand on full pay. 

It increased the price of the neutral grain spirits 
‘rOuthow in storage in the United States more than 150 
1€ US Ther cent. 

It opened the door wide for foreign distillers 
ge olland foreign workers to take over the business of 
my SfAmerican distillers and the jobs of American 

Workers. 
, it is| We admit that these are strong statements, but we 
e chatpull prove every one of them right up to the hilt. 
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There is one other fact that ought to be clarified. 
The public was told that the stocks of whiskey in the 
U. S. were adequate—that we have over 550 million 
gallons of whiskey. What we have, actually, is about 
65 million gallons of whiskey in this country which 
is four years old or older. This is about one year’s 
supply. The rest is green whiskey not yet fit to drink. 
(Government figures show what is put away—not 
what is there after evaporation and outage. ) 


This is less aged whiskey per capita than in 
any distilling country on the whole face of the 
globe. 


Now you may well ask us why we agreed volun- 
tarily to shut down when we knew all of these facts 
and had communicated them to the Luckman com- 
mittee. 


We assented because we were conscious of an ob- 
ligation to the American people, who decided in 
1933 that they would prefer to have a sound distilling 
industry with employment and taxes and govern- 
ment regulation instead of bootleggers, gunmen and 
rot-gut. They put that in our Constitution. 


So, when the call came to help hungry people, we 
wanted to contribute our share, heaped up and run- 
ning over. We knew no grain would be saved, but 
when we were told that a great sacrifice on our part 
would be a tremendous psychological contribution 
for the purpose of securing assent from others to 
make comparable sacrifices, we agreed. 


No other American industry was asked to 
make any comparable sacrifice. 


No other country asked its distillers to make 
any sacrifice. 


We think it is time for a little common sense. 


We think this whole question of the shutdown of 
distillers and the allocation of grain for restriction 
of production should be investigated by the Congress 
of the United States. Not in an hour, not in a day but 
in a full dress hearing with opportunity for all to be 
heard. Not just distillers, but the communities that 
are being ruined, the workers who are being thrown 
out of work and the farmers who have an interest in 
the feeding of their stock and the disposition of their 
products. 


We believe that the public interest would be best 
served by full disclosure of all the facts in the full 
light of day. 


Schenley Distillers Corporation 
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Imagination creates a super finish 


TO MAKE CARS LAST LONGER FOR YOU 
cami. 


Demonstrating smoothness of Superfinish, developed by creative imagination at Chrysler Corporation 


A mirror that reflects more miles! 


The “mirror” in this picture is tough 
steel—Superfinished. 

It’s really mirror-smooth . . . when 
that engineer runs a needle across its 
surface, even his medical stethoscope 
doesn’t detect the slightest scratch. 

That Superfinish method, used on 
many vital moving parts of our cars, 
successfully cuts down what used to 
be considered “‘normal”’ wear! 

It was developed by Chrysler pro- 
duction experts seeking a new and 


Airtemp Heating, Cooling, Refrigeration 


476D 


Chrysler Marine & Industrial Engines 


finer metal-finishing process. In those 
days, certain car parts lasted longer 
when hand-finished than when fin- 
ished by the best factory methods. 
Could they invent a machine that 
would duplicate or improve on slow 
hand work without its high cost? 
They could and did. And the re- 
sult is Superfinish—a method of fin- 
ishing metal far more smoothly than 
ever before possible. Vital parts of 
all Plymouth, Dodge, De Soto and 


CHRYSLER 
PLYMOUTH 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


Chrysler cars are Superfinished today. 
These cars are quieter, perform better, 
because Superfinish allows closer fit 
and better lubrication of parts. Wear 
is cut to a minimum. A few seconds 
of Superfinishing can mean many extra 
months of trouble-free operation for 
your car’s moving parts. 

This great development is another 
example of how we apply practical 
imagination to make our cars the 
most advanced of all—year after year. 


CORPORATION 


DE SOTO CHRYSLER 


Mopar Parts & Accessories  Cycleweld 
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fl Program pf 
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Monthly Income 


By H. L. BLACKBURN 
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i * idea of receiving a regular monthly 
income with a good degree of safety has many ap- 
pealing aspects. Not only is this a convenience in the 
payment of living expenses which are normally com- 
puted on a monthly basis but it also provides the 
individual with a certain comforting assurance in 
the knowledge that each month will bring its own 
contribution. By catering to this human aspiration, 
insurance companies have built a huge business 
through their annuities payments. 

Although the insurance needs of most investors 
are carefully planned, the regularity of an assured, 
ample income from investments has not received too 
much consideration. Yet such income not only pos- 
sesses considerable merit in itself but it could prove 
to be a valuable adjuct to one’s insurance plan as 
well as one’s plan for capital building. Granted, not 
all investors are interested in this, for while some 
may prefer safety of principal to all other considera- 
tions, others may be interested only in the long term 
growth of their account. But for those investors who 
desire a regular monthly income from their invest- 
ments, the program we have evolved may be of 
material benefit. 


Careful Selection 


This program was carefully prepared with the 
thought in view of providing good income with 
reasonable safety. The stocks selected are of well 
diversified and important concerns in basic indus- 
tries. Sound and sturdy, they all have a good divi- 
dend record, in some cases extending back beyond 
the turn of the century. In setting up a program 
of this nature, calling for monthly returns of ap- 
proximately the same amount, safety should pre- 
vail over income; i.e., the securities selected should 
primarily be dependable dividend payers rather than 
chronologically satisfactory elements in the monthly 
pattern. If sufficient securities of required caliber 
are not available, investment prudence would call 
for the acceptance of somewhat irregular monthly 
payments rather than sacrificing safety to a regu- 
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larity that time might reveal to be illu- 
sory. The excellent record of the securi- 
ties included in this program indicates 
favorable prospects for a continuation 
of dependable dividend payments. 

The suggested program embraces an 
investment of $25,000. Variations of 
this amount may readily be 
made. Thus, if one is considering 
plated program is for only $5,000 
chases of each security would be 
doubled; while intermediate 
variations of the basic amount 
would call for corresponding 
changes in each security pur- 
chase. However, if the contem- 
plated program is for only $5,000 
or $10,000, it would be better to 
reduce the number of commit- 
ments rather than spread the 
funds too thinly over too many 
investments. 

As can be seen, the yield from the $25,000 ac- 
count is 5.95%, or close to $1,500 a year. This breaks 
down into an ave erage (Please turn to page 494) 














Monthly Schedule of Income Payments 





JANUARY 
40 Beech Nut Packing... ny $11.60 
50 & Ohio... -75 37.50 
40 McAndrews & Forbes... 1.15 46.00 
40 United Fruit ... mun ae 20.00 
115.1 
FEBRUARY . aoe 


80 Commonwealth Edison ........ .35 $28.00 




























50 General Foods 25.00 
50 General Mills .. 18.75 
50 Procter & Gamb 62.50 
$134.25 February 
MARCH 
30 American Tobacco ''B’’...... 1.25 $37.50 
a . 50 25.00 
50 ‘secaee Drug — 25.00 
40 Standard Oi of California -65 26.00 
$113.50 March 
APRIL 
40 Beech Nut A ee ae $11.60 
50 & Ohio. ae 37.50 
40 pret soe & Forbes................._ .50 20.00 
40 United Fruit .. a a 40.00 
$109.10 April 
MAY 
Same as February... $134.25 
$134.25 May 
JUNE 
30 American Tobacco *"B”’... 28 $22.50 
50 75 37.50 
50 see Drug <a 25.00 
40 Standard Oil of California. -85 34.00 
$119.00 June 
JULY 
40 Beech Nut Packing... cocccgees, aan $14.00 
50 Chesapeake & SO as a oe 37.50 
40 MacAndrews & Forbes 50 20.00 
40 United Fruit .. peared 50 20.00 
50 General Mills .. 75 37.50 
$129.00 July 
AUGUST 
80 Commonwealth Edison ............. .35 $28.00 
50 General Foods .. sictncoieaed -50 25.00 
50 Gemeral Mills cece .372 18.75 
50 Procter & Gamble..........................75 37.50 
—— $109.25 August 
SEPTEMBER 
Same as June........ $119.00 
—— $119.00 September 
OCTOBER 
40 Beech Nut Packing........................ -35 $14.00 
50 Chesapeake & Ohio........ 75 37.50 





40 MacAndrews & Forbes........... 
40 United Fruit .. ati ae slgea 
$131.50 October 





NOVEMBER 
Same aS Augusta... ccccccsenessene $109.25 
$109.25 November 
DECEMBER 
30 American Tebacco ‘*B’’............  .75 $22.50 
50 1.00 50.00 
50 Sees Drug .. an oe 25.00 
40 Standard Oil of California... 85 34.00 
40 Beech Nut Packing........................ -80 32.00 


$163.50 December 
TOTAL FOR YEAR... $1,486.70 


AVERAGE YIELD: 5.95% 





AMOUNT INVESTED: $25,000. 
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By H. F. TRAVIS 


Al sizeable army of shareholders in these 
two of the five large meat packers that dominate 
this important industry, saw Armour and Wilson 
shares start 1948 on a virtually equal level of 14 
or close thereto. This makes an unusually interesting 
basis for a study of the two companies, for though 
the market may currently appraise these stocks on 
like terms, time is pretty certain to develop a spread. 

Despite considerable di- 
vergence in size of the two 
competitors in annual vol- 
ume and total earnings, 
the final determinant of 
their share prices later on 
will hinge upon net pet 
per share achieved along 
with potentials for divi- 
dend liberality. Without 
attempting definite pro- 
phecies in this respect, our 
discussion of operational 
factors, financial problems 
and company policies may 
uncover some clues of 
value to our readers in as- 
sessing the merits of the 
two equities. 

Judging from the an- 
nual reports of several of 
the Big Five packers for 
the fiscal year ended Nov- 
ember 1, 1947, beyond 
doubt all of them enjoyed 
record sales and satisfac- 
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tory profits last year. Aided by larger supplies of 
meat cattle and sharply higher selling prices, volume 
of this industry apparently climbed by almost 70% 
above 1946. Cattle slaughter increased 38%, calf 
slaughter 31% and hogs 9.6% compared with the 
previous year, but slaughter of sheep and lambs fell 
off by 19%. In view of the relatively greater upturn 
in dollar volume, it is easy to envisage the marked 
effect of rising prices. Although profit margins of 
the meat packers are characteristically lower than 
in any other industry, the enlarged turnover 
achieved last year tended to widen them moderately, 
permitting higher per share earnings after conser- 
vative allowances for reserves against possible in- 
ventory losses later on. 


General Industry Problems 


Before examining the two concerns individually, 
it is perhaps just as well to comment upon their 
common problems and broad potentials for 1948. 
According to Government estimates, total meat pro- 
duction for the current year is likely to be around 
21.5 billion pounds, or 1.5 billion pounds less than 
in 1947, but 21% above the 1937-41 average. The 
pig crop, too, is éxpected to shrink this spring be- 
cause of excessively high corn prices, and as for 
sheep, a further dip of 10% in the supply is ex- 
pected. It is for these reasons that Washington, as 
we all know, has been predicting a severe shortage 
of meat this spring, along with a drastic spurt in 
prices, and the need of price controls and rationing 
of this popular food. 

Since the high level of national income has already 
brought per capita consumption of meat to record 
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proportions, and as_ things 
look now, no let-up in demand 
seems likely, an approaching 
scarcity could send _ prices 
skyward. Though past experi- 
ence has amply shown that 
Federal controls simply divert 
supplies of goods to the un- 
bridled activities of black 
markets, there is more than 
a chance that the packers once 
more may have to struggle 
with price ceilings and Fed- 
eral red tape before many 
months have passed. This na- 
turally is worrying them a 
good deal, for unlike other 
forms of enterprise they oper- 
ate on slim margins and have 4 j— — 
no control over cattle prices 
or those of the meat they sell, 
demand and supply being held “8 
accountable in both cases. ee 


What concerns the packers = framy|_|_ 1936 [1937 
most, however, is the possi- Frou FS 

ie | .50 | .50 | 
bility that sooner or later, a $l 


sudden downtrend in prices 
for meat might develop faster than they could rid 
themselves of the huge and high-priced inventories 
they are now forced to carry, thus causing serious 
damage to their earnings and working capital posi- 
tions. After World War I this is exactly what hap- 
pened, throwing Wilson & Company into financial 
difficulties and giving Armour & Company such a 
body blow that for many years afterward, it was 
unable to pay any dividends on its common stock. 


Substantial Inventory Reserves 


But so as not to be caught twice in the same 
manner, both of these concerns have been estab- 
lishing substantial reserves against such a con- 
tingency and revising their accounting methods to 
value most of their inventor- 
ies on a LIFO basis. Adoption 
of this accounting procedure 
by these two companies should 
tend to stabilize their opera- 
tions to a degree never pre- 
viously experienced, when and 
if the price structure for 
meats begins to totter. 

Unless the national income 
starts to decline at some time 
during the current year, or 
Federal restrictions prove un- 
fortunate for the packers, 
operations should continue to 
be highly satisfactory, though 
probably not on a par with 
1947. That a sellers’ market 
will persist seems indubitable, 
but a rise in wage and other 
costs is apt to cut into profit 
margins to some extent. And 
even under current favorable 
conditions, competition in the 
field is exceedingly keen, both — 
at home and abroad. Adver- 1992 | ow. 
tising and sales expenses in 
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COMPANY WIL 


_|— Funded Debt: $16,719,340 

— Shs.° $4.25 Pfd: 250,000 - no par — 
|. Shs.° Common: 2,116,981 - no par 
~ Fiscal Year: Dec. 31 


> | 1941 | 1942 | 1943 | 194a | 1945 | 1946 | 
85 | 2.56 | 2.69 | 2.73 | 2.73 | 1.64 | 3.44 
- - 7 See er - -80 


43.8 | 42.5 | 


good times like the present are accorded a. generous 
share in company budgets. This is especially true 
as regards the wide variety of packaged foods and 
dairy products handled by Armour and Wilson alike, 
bearing brand names that must be kept in the 
public eye. 

On balance, perhaps the safest thing to expect of 
1948 net earnings is that they may recede from the 
peak levels of last year and yet remain well above 
prewar averages. As both of the concerns under 
discussion are in the strongest financial condition 
in their history, stability of their current dividends 
appears assured, with a chance of improvement later 
in the year should all go fairly well. 

The 1947 annual report of Armour & Company 
revealed record sales of $1,956,490,000, a dollar in- 


ARMOUR & CO. AM 


S50 BASES SS 


—— Funded Debt: $88,993,500 
Shs. $6 Pr Pfd: 532,996 - no par 
— Shs. 7% Pfd: 33,715 - $100 par - 
Shs. Common: 4,065,718 - $5 par 
Fiscal Year: Dec. 31 


1937 1936 1939 1940 1941 1943 1944 1945 1946 1947 


-04 ‘ ° . . 1. 


3.71. 
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crease of 65% over 1946, while tonnage was up 
25%. Armour’s 34 domestic packing plants and 
hundreds of established distributing outlets proved 
very helpful in handling this tremendous business in 
every section of the nation, aided by the company’s 
huge fleet of refrigerator cars and trucks. Though 
1947 profit margins on this sizeable turnover nar- 
rowed to 2.8% compared with 5.7% in 1946, net 
income applicable to the common stock amounted to 
$22.9 million, or $4.91 per share against $4.27 in 
the previous year, and 1937-46 average of $1.14 per 
share. 


In reporting 1947 earnings, however, the company 
allowed for $8 million to provide reserves against 
inventory price declines, equal to approximately $2 
per share. Added to $9.5 million reserves set up for 
this purpose in 1946, Armour now has a total of 
$17.5 million, or about 10% of inventories at the 
1947 year end, as a cushion against potential price 
declines. 


Status of Inventories 


Though inventory values on November 1, 1947 
had climbed $55 million in the course of a year to 
reach a total of $175 million, in relation to sales of 
$1.9 billion this amounted to only 9.2%, indicating 
a very healthy status, and a turnover of once in 
about every five weeks. While Armour achieved a 
slightly faster turnover during war years, its show- 
ing for 1947 was better than in 1946, or any pre- 
war year back to 1929. The improvement is inter- 
esting in that it indicates the extent to which the 
company could effectively utilize its reserves against 
a possible sudden drop in prices. In this respect its 
position now seems reasonably well fortified. 


What counts most heavily in the current Armour 
picture is the radical improvement in its general 
financial position and structure resulting from steps 
taken last year. Among other moves, the company 
sold $35 million 314% subordinated debentures to a 
group of insurance companies, using part of the pro- 
ceeds to retire about $20.9 million of similiar secur- 
ities along with $7.8 million of 6% and 7% preferred 
stock. In addition, arrears of more than $15 million 
accumulated for years past on the preferred stock 
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were all cleared up, leaving a clean slate. 

Despite the resultant heavy inroads upon cash re- 
sources, however, Armour ended 1947 with working 
capital of $153.3 million, up $10.2 million during the 
year and at the highest figure since 1929. Plans 
to replace the $100 million of 6% and 7% outstand- 
ing preferred stock with lower rate issues have been 
formulated but await more favorable market con- 
ditions for implementation. Hence there is room yet 
for further reduction in senior charges, although 
through term financing of debts at low rates, pro- 
gress has already been made in this direction. 

Taking a cue from experience gained during bank- 
ing conditions in the early 1930s, when all the pack- 
ers were heavy borrowers on short time loans, 
Armour has now set its house in order through a 
much larger proportion of serial notes or long term 
bonds at low rates. In the aggregate these now total 
$99.6 million with interest rates ranging from 2% 
to 314%. To carry enlarged inventories last year, 
the company incurred notes payable of $36.9 million 
but this would represent only a modest portion of 
its available bank and commercial paper lines. A 
current ratio of 2.3 at the beginning of this fiscal 
year, in view of the liquid character of the com- 
pany’s inventories, attested to a very comfortable 
position for an enterprise such as Armour’s. 

(Please turn to page 498) 



































Comparative Statistical Analysis 
Armour Wilson 
& Co. & Co. 
CAPITALIZATION: As of . November I, 1947 
Long term debt ($ million) $99.6 $14.4 
Preferred stock ‘thousands of shares). 500 236 
Common stock (thousands of shares)........ 4,065 2,117 
INCOME ACCOUNT: For Year Ended... November I, 1947 
Net Sales (000 omitted) 0 $1,956,490 $738,294 
Net Sales per Share... . $480.00 $348.00 
Operating Margin ae 2.8%, 3.6% 
Pre-tax Net Income (000 omitted)................. $44,005 $23,638 
Pre-tax Net Margit cccccccccesccccenesronennennn 2.25% 32%, 
Net Income (000 omitted).............. casi $225950 $15,449 
NMetaper shores SRY AW: eT $4.91 $6.82 
Ten Year 1937-1946 Average Net per Share... $1.14 $1.66 
1947 Dividend 2 Nil* $.95 
1946 Dividend een Ni] $.80 
Ten Year 1937-1946 Average Dividend. $.07 $.13 
BALANCE SHEET (000 omitted): As of...... November I, 1947 
Cash and securities $21,471 $11,962 
Cash and securities as % of Current Assets... CHA 132% 
DrrertOTUDS sin se, . $175,161 $53,432 
Inventories as % of Current Assets... cnn 66.0% 58.9% 
Total Current Assets.......... . $266,496 $90,732 
Total Current Liabilities cscs - Hh sb23 28,137 
Net Working Capital... = , . $153,373 $62,595 
COPS SS 11) A A een RPO Sone 23 32 
| Fixed Assets, net. ntsc SS 4,393 $43,545 
lWotaltAssets 2 e a . $420,886 $139,801 
| Book Value per Share $32.60 $34.19 
Net Current Assets per Share... cccssenenenee $.93 $13.15 
Recent Price of Common $14.00 $14.00 
1947 Net per Share $4.91 $6.82 
Price-Earnings Ratio (to 1947 Net)... 2.8 2.1 
Dividend Yield ee 6.8% 
*—Stock this year placed on 30c quarterly dividend basis. 




















THE MAGAZINE OF WALL STREET 








= 


and 
prodt 
nual 
the 1 
well | 
cove! 
rent 


» show. 


the | 


' steac 


ener’ 
W: 


' furtl 


Or wv 
mer 
factc 
Th 
coun 
one. 
domi 


© accol 
» Supp 


wate 
grad 


| the 
» drop 
' othe 


JANI 





ing 
the 
ans 
nd- 
een 
on- 
yet 
igh 
ro- 


nk- 
ck- 
ins, 
ha 
rm 
tal 
2% 
ar, 
ion 
of 
cal 
ym- 
ble 


28 ) 


weo* 


— =~ 


a ee eae 








ET 








Broader 
Markets for 


COAL? 


By GEORGE L. MERTON 


C oal is truly one of our most magnificent 
and abundant natural resources. Not only do we 
produce approximately one-third of the world’s an- 
nual output but we also possess close to one-half of 
the world’s total supply. Our reserves, estimated at 
well over three trillion tons, extend over a wide area 
covering thirty-one states from east to west. At cur- 
rent and foreseeable rate of consumption, they 
should last well over two thousand years. But for 
the last several decades, coal has been playing a 
steadily decreasing role in supplying the country’s 
energy requirements. 

Will the future see this tremendous giant slink 
further into the background of our industrial stage? 
Or will it see King Coal come forth to regain its for- 
mer pre-eminence? An analysis of the controlling 
factors is indicated. 

The comparative record of coal in supplying this 
country with needed energy is not an impressive 
one. At the turn of the century, coal was by far the 
dominant source of energy in the United States. It 
accounted for almost 90% of the total, while oil 
Supplied approximately 6%, natural gas 3%, and 
water power 2%. The influences adverse to coal 
gradually began to assert themselves. Shortly after 
the First World War, the percentage for coal had 
dropped to 70%, while the percentages for the 


others about doubled themselves. This trend con- 
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Photo by Devaney & Thornton 
The outlook for 1948 favors all-time rec- 
ord production in the nation’s coal mines 


tinued, with coal reaching its low point just prior 
to the outbreak of the Second World War when it 
supplied only 45% of required energy. 

The fuel shortages caused by the war boosted 
this figure to slightly above 52%. But subsequent 
years have found coal again slipping, reaching a low 
of 43% in 1946, with the help of the costly miners’ 
strike. This figure, the latest available, is less than 
one half of what it was at the turn of the century. 
In the meanwhile, the other three components had 
shown approximately a five-fold increase over their 
original percentages, latest figures (also 1946), plac- 
ing them as follows: oil 29%, natural gas 15%, 
water power 12%, with crude oil imports accounting 
for only about 1%. 


How Shifts Came About 


There are many reasons for this remarkable show- 
ing. Keen competition, excessive production capac- 
ity, price factors, competitive disadvantages, labor 
troubles, and other factors combined to produce 
poor earnings for the coal companies, with the re- 
sult that coal mining came to be regarded as a 
decadent industry. 

As the principal competitor, petroleum hit coal 
two ways: Directly, by displacing coal with fuel oil 
in the generation of power and heat; and indirectly, 
through replacement of coal-burning transportation 
equipment by trucks and diesel engines. Influences 
contributing to this were the more rapid decline in 
fuel oil prices and the greater convenience of oil 
over coal. The other competitors likewise made sub- 
stantial inroads, though on a smaller scale. One of 
these, natural gas, is in a distinctly upward trend 
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and wil likely make further progress at the expense 
of all other competitors. The other, water power, 
appears to be stabilized at least for the time being. 
Hence, the future main battle will be between coal 
and petroleum. 

The Second World War gave coal a much-needed 
shot in the arm. It awakened and revitalized this 
dormant giant. It began to play its part and turned 
in a sterling performance. The war-expanded fuel 
and energy requirements were more than the petro- 
leum industry could fulfill, which resulted not only 
in rationing of fuel oil but also in wide-spread con- 
version of oil burning equipment to coal. All-time 
records in the production of coal were set. Restora- 
tion of peace brought an end to fuel rationing. But 
the demand for petroleum products continued to 
exceed the supply. Hence, the installation of much 
new oil-burning equipment has been retarded, giving 
coal a breathing spell to re-establish itself more 
firmly as a useful servant. 


Future Possibilities 


The situation confronting the coal industry pre- 
sents many intriguing possibilities. The oil industry, 
with known reserves of only about a dozen years’ 
duration (though new reserves are constantly being 
discovered rendering any estimate rather academic), 
is becoming concerned over its dwindling supplies in 
the face of apparently never-ending demands. With 
no relief expected for the next two years or longer, 
the feeling in certain quarters is that the oil indus- 
try is being called upon to do more than its share 
in supplying the countrys’ energy requirements. The 
wish has even been expressed that some consumers 
reconvert back to coal! Well aware of this golden 
opportunity, the coal industry has taken definite 
steps to capitalize upon it. 

In other directions, too, the coal industry is strik- 
ing out for broader markets. By a synthetic process, 
it has already made possible the production of gaso- 
line and diesel fuel from coal. All at once, the coun- 
try is presented with a great potential reserve of 
synthetic gasoline dwarfing all our other resources. 
Assuming that only half of our available coal re- 
serve is utilized for this purpose, and taking the 
highest future consumption of about a billion barrels 
of gasoline a year estimated for 1965, we have 


enough to keep us supplied for more than 3,000 
years! Although production of this synthetic gaso. 


line is still not commercially feasible, the price gapf 
is only a few cents. Intensive research is expectedf 
to gradually narrow this, until synthetic gasolinef 
from coal has reached a competitive position with 


conventional gasoline from petroleum. 


Coal has another great potential in its by-prod-f 
ucts, such as coke and coal tar, and derivatives. Coalf 


has become an important chemical raw material, 
When it is broken up into its component parts, it 


becomes a veritable treasure chest, leading to the} 


production of such things as nylon, saccharine, aspi- 
rin, neoprene, ammonia, sulfa drugs, dyes, fertil. 
izers, chemicals, plastics and numerous other things, 
altogether numbering well over 150,000. 

The continual development and improvement of 
the automatic stoker and the heat pump, for heat- 
ing and air conditioning, furnish coal with extensive 
potential markets into which it may gradually 
reach; while industry is finding more and more 
uses for pulverized coal. Another promising poten- 
tiality lies in the liquefaction and gasification 
of underground coal to produce energy not only for 
nearby commercial plants but ultimately for distant 
sections of the country. Still another promising’ pos- 
sibility is the development of coal-fuel steam and 
gas turbines to compete with the diesel engine. On 
the basis of successful experimentation, experts be- 
lieve that a practical locomotive powered by the 
combustion of pulverized coal under pressure can be 
built which will be much cheaper to operate than 
the diesel-electrics—burning fuel oil. 


The Problem of Over-Capacity 


All of the above factors combined would impart 
very bright prospects to the coal industry—were 
it not for several clouds on the horizon. One of 
these is excessive mining capacity. Because of enor- 
mous reserves, this is a problem that has invariably 
plagued the industry. Coal operators have sought to 
correct this by the establishment of low-cost strip 
operations rather than by sinking new shaft mines. 
Abnormally high domestic and foreign demand, plus 
a shorter work-week, have brought additional relief. 
But with the recovery of the European coal indus- 
try, mainly in England and Germany (Ruhr), and 

































































Statistical Summary of Leading Coal Companies | 
‘. ees | 
- Net Per Share Divi- — Price- 
1938-41 1942-45 1946 1947 1947 1947 Recent dend Earnings 1947-48 | 
Avge. Avge. Interim Estimated Dividend _ Price Yield Ratio Price Range||> 
Eastern Gas & Fuel Assoc. .. def$ .65 def$ .07 $ .75 $2.29 NvI2 $2.30 Nil $ 4, a 1.9 434. 2!/, | 
Glen Alden Coal 1.06 ye AE 2.82 ; $2.00 19 10.5% pees 2254-16 | 
Island Creek Coal 2.66 3.29 3.72 5.16 Se9 7.00 4.50 64 7.0 9.1 693/4-381/, | 
Lehigh Coal & Navigation 38 1.24 1.40 .86 Se9 1.20 1.00 10 10.0 8.3 12V/g- 9/. |p 
Lehigh Valley Coal def .68 52 Bf def.05 Se9 .20 Nil 2 10.0 3'%4- 1% | 
Pittsburgh Consolidation 2.88(a) 3.90 4.31 Se? 5.80 1.55 30 5.2 5.2 325%4-18!/, | 
Pond Creek Pocahontas ae 1.63 2.88 4.04 Se? 5.50 4.00 34 11.8 6.2 35!/-1934 
Truax-Traer Coal b) ¥ .28 1.07 1.36 89 Ocb 2.61 Ap 1.02!/ 15 6.8 5.8 1534- 734 |p 
United Electric Coal 45 1.50 1.03 1.09 Oc3 1.69 J] 1.00 19 5.3 11.2 19'/n-11/%, 
West Virginia Coal & Coke def.06 1.82 1.06 3.49 Se? 4.50 75 19 4.0 4.2 1954- 8% 
(a)—1945 only. Se9—For 9 months ended September 30. 
Ap—As reported for fiscal year ended April 30. Oc3—For 3 months ended October 31. H) 
JI—As reported for fiscal year ended July 31. Ocb—For 6 months ended October 31. Hy 
(b)—All figures adjusted for 2-for-I stock split November 21, 1947. Nv! 2—For 12 months ended November 30. 
) 
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‘A_'— Uses of anthracite are restricted chiefllv to 








' may do.) 


Hl is by far the dominant element in the coal 
industry, accounting for about 90% of total 


with the possibility of more domestic mines coming 
into production in a period of high prices, the coal 
industry may again face the unpleasant prospect of 
coping with the normal gap of about 200,000,000 
tons between capacity and production. 





Government Regulation the Answer? 


Perhaps the answer to this problem will be pro- 
vided by government regulation. Early attempts at 
this, the NRA and the first Guffey Coal Control 
Act, failed when they were invalidated by the 
Supreme Court. Subsequent attempts under the 
Guffey-Vinson Act and the joint OPA-Solid Fuels 
Administration did not have much of a trial, since 
by this time the great demand for coal necessi- 
tated operation to the full limit of the industry’s 
capacity. In the face of the sustained high demand 
government regulation may not be called for. But 
should demand drop sharply, bringing with it 
severe competition and price deterioration, a clamor 
may arise for some sort of regulation to prevent a 
repetition of the chaotic conditions following World 
War I. 

Another cloud on the horizon is the labor situ- 
ation. The strongly unionized labor in the coal indus- 
try accounts for about 70% of production costs. 
Under the aegis of John L. Lewis, coal miners have 
risen from being among the poorest paid to about 
the best paid workers in the country. This naturally 
caused a concomitant increase in the price of coal. 
That Mr. Lewis is not content to rest on his laurels 
is indicated by his latest plans for an ambitious 
pension program calling for the payment of $100 a 
month to retired workers. If this is granted, it 
would mean a royalty payment of as much as 40 or 
50 cents a ton, on top of the 10-cent royalty the 
industry is paying now. This would naturally cause 
another boost in the price of coal. Pending a restora- 
tion in the balance of power between labor and 
management, there is little that the coal industry 
can do except to speed up its technological and 
mechanization developments to compensate for 
higher wage costs. A good deal has already been 
achieved in this direction. 

Prices of competing fuels will, of course, always 
be a vital consideration. The rapid strides made by 
the natural gas industry were in no little measure 
due to its comparatively lower prices dur- 





Market Action of Coal Group 
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scarcity of heating oil which may last for years is 
another factor that may boost anthracite consump- 
tion for home heating. 


Coal Still a Vital Energy Source 


In spite of the inroads made upon it, the coal in- 
dustry (bituminous) still supplies 73% of the energy 
used by the railroads, 64% of that used by the 
utilities, and 65% of that used by the 
manufacturing industries. Last year saw a probable 
production of 615,000,000 net tons, 15% better than 
the previous year and very close to the all-time 
record of 620,000,000 net tons set in 1944. With a 
high level of industrial activity, with sizable foreign 
exports still necessary, and with the need of indus- 
tries to build up stocks, the outlook this year favors 
an attainment of all-time record production, barring 
interruption of mine ouput. Demand continues to 
exceed production and no early change is in sight. 

What of the longer term future? The great poten- 
tialities are there. Factors (Please turn to page 494) 





ing the last several years. Recent develop- 
ments have brought about a more rapid 
rise in the price of oil than in the price 
of coal or natural gas, which is decidedly 
_ constructive for the latter two industries. 
(Barring, of course, what John L. Lewis 
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While certain features cover both soft 
and hard coal, most of the factors cited 


above apply to bituminous coal, since this 60 


production. Anthracite, or hard coal, ac- 4O 


counting for 10% of the total, is found in 
large deposits only in eastern Pennsylvania. 


household heating, for which it is particu- | °° 













| | proved stoker, already mentioned, furnishes 


larly suited. In this, it faces keen competi- 
tion from oil, gas, and coke. But an im- 


the anthracite people with a handy weapon, 
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February 


In the shortest month of the 
year the stock market has had 
no apparent seasonal bias one 
way or another. In other words, 
the market may do almost any- 
thing in February, which makes 
it a pretty normal month. Look- 
ing back over the chart for 50 
years, the Dow industrial aver- 
age has had no appreciable net 
advance in 14 Februarys, declined 
in 15 and showed no significant 
change in 21. Peculiarly enough, 
February has been inconsistent in 
both bull and bear markets. In 
quite a few bull-trend years it 
brought either reaction or a 
stand-off. Conversely, some of the 
best Februarys, for the market, 
were in bear-market years. Thus, 
it was an up month in 1930, 1931 
and 1932—three in a row in the 
worst bear market. What about 
this year? This column guesses 
either insignificant change or a 


small net decline. The reaction al- 
ready experienced has improved 
the technical position; and from 
this level it seems unlikely that 
the market will fall out of bed in 
the face of continuing excellent 
business reports. On the other 
hand, there does not seem to be 
enough confidence around to put 
it importantly higher, excepting 
a rally from an oversold position. 


Oil Strike 


In an otherwise drab market, 
the large rise in Plymouth Oil in 
recent weeks was one of the few 
sensations. It was based on re- 
ports indicating the probable dis- 
covery of a rich new oil field in 
West Texas. We say “probable” 
because it is not yet certain, only 
one well having been successfully 
drilled. Nevertheless, the opinion 
of many responsible oil men is 
that it is likely to prove the big- 
gest find since the great East 
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1947 1946 
6 mos. Dec. 29 $2.14 $ .51 
6 mos. Nov. 30 1.61 1.10 
Year Oct. 31 5.65 3.35 
Year Nov. 30 4.11 1.62 
Year Dec. 31 8.00 Je 
Nov. 30 quarter 1.50 77 
Year Dec. 31 3.03 2.62 
Year Oct. 31 1.20 .67 
Nov. 30 quarter 3:39 1.58 
Dec. 31 quarter 41 .06 
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Texas oil area was opened up some 
years ago. Estimates of recover- 
able oil in the new field range 
from 200 million barrels up to 
600 million. Plymouth is not the 
only oil company affected. Large 
adjoining acreage is held by Sea- 
board Oil, Shell Union and Humble 
Oil, the latter controlled by Stan- 
dard Oil of New Jersey. Taking 
into account both acreage and 
capitalization, Seaboard  prob- 
ably would benefit more than the 
others, on a per share basis, if the 
field proves as good as the initial 
reports suggest. It might gain 
more than Plymouth. 


Speaking of Oils 


To finance expansion, Gulf Oil 
will issue rights to stockholders, 
on or about January 27, to buy 
one new share for each four held, 
at a price not announced as we 
write this. The stock has declined 
considerably on this news, a pat- 
tern now very familiar. Texas 
Company and Phillips Petroleum 
behaved similarly on announced 
equity financing, and rebounded 
well when it was out of the way. 
It is believed that the Mellon 
family interests, reputed to own 
about half of the Gulf shares, will 
not exercise their rights. This 
means that rights to something 
over a million shares of the stock 
will have to be peddled to invest- 
ors generally. It makes immediate 
action of Gulf hard to figure. Now 
around 64, it might fall several 
points when the underwriters are 
through with “stabilizing.” But 
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many potential buyers are aiming 
at getting a bargain out of this 
deal, for Gulf is one of the best 
liked stocks in the oil group. 
Watch it during the several days 
or week after issuance of the 
rights. This column thinks it is a 
good buy at any price under 64. 
It would make sense to switch 
into it from oils that still have 
their financing ahead. That ap- 
plies, for instance, to Standard of 


| New Jersey, earning around the 


same per share as Gulf and sell- 
ing nearly 10 points higher at 
present. 


Retail Stocks 


Allied Stores was the first of 


' the more important retail stocks 
' to make a new bear-market low 


in 1948, breaking the 30 level, at 
which it had held on three pre- 
vious downside tests, in the sec- 
ond week of January. Most other 
retail stocks are within close 
striking distance of their previous 
lows, the margin for quite a few 
of them being only a fraction at 
this writing. Retail profits in 
most cases are well down from the 
bonanza figures of 1946, but are 
well above best prewar levels; and 
for the first half of this year are 
likely to be above year-ago levels. 
Retailing prospects must surely 
be about as good as those of busi- 
ness as a whole. If they are dubi- 
ous—which is what the stocks 
seemingly are forecasting — in 
what lines is it safe to figure that 
they are good for any lengthy 
period ? Whatever it may portend, 
we are not inclined to argue with 
the market verdict on most mer- 
chandising shares. They were 
among the first to turn down 
sharply from the bull market 
highs. They were among the 
groups which, in May of 1947, im- 
portantly extended their 1946 
lows. And now again they are 
conspicuously soft, excepting a 
few highest grade issues. At some 
point, leading trade stocks will be 
outstandingly attractive buys; 
but that is not now. The prices 
look low compared with the 1946 
highs, but are greatly above past 
bear-market lows. 


Kaiser-Frazer 


For quite a time last year it 
was touch-and-go whether Kaiser- 
Frazer would get their car produc- 
tion up to a profitable level before 
their cash ran out. They played 
it boldly, at times getting key ma- 
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terials in the nick of time at what 
would normally be excessive cost. 
But it was production, regardless 
of cost, er certain failure — and 
they won. The newcomer turned 
out roughly 145,000 cars in 1947, 
taking fourth place in the indus- 
try; and has been handsomely on 
the profit side in recent months. 
Kaiser-Frazer must now be rated 
as having a real toe-hold in the 
industry. In view of this fact, and 
the battle which the revitalized 
Ford Motor Company will make 
to regain its former trade status, 
the competition in the automobile 
business is going to be indeed 
rugged when the present lush de- 
mand is filled and we are back to 
more normal sales. This prospect 
may cast some advance shadows 
over automobile stocks, even 
though the companies are assured 
of at least one more exceptionally 
active year, maybe two. 


Auto Accessories 


For some time auto accessory 
stocks have not been acting well 
as a group, and some issues are 
either very near or under their 
lowest 1947 prices. As the 1948 
outlook is good, longer-term con- 
siderations must be _ involved. 
What are they ? Probably the main 
apprehension is that keen com- 
petition in the automobile busi- 
ness will find the big motor com- 
panies putting the squeeze on 
their parts suppliers. The best 
situated auto parts companies are 
those which (1) make indispen- 
sable parts with maximum effi- 
ciency; and (2) have successfully 
diversified to reduce dependence 
on the automotive field. In both 
respects, Borg-Warner appears to 
be the outstanding company. 


ernment will increase defense ex- 
penditures on aircraft substan- 
tially. One of the companies most 
likely to benefit importantly is 
Grumman Aircraft. It is in “solid” 
with the Navy, which for some 
years has provided the bulk of 
Grumman’s orders. In design and 
production the company’s record 
has been excellent. Earnings hit a 
peak of $11.25 a share in 1945, 
but nose-dived to 66 cents in 
1946. However, they came back 
nicely last year, with $2.62 a 
share net for the first half and 
probably over $5 for the year. 
Dividends have been paid each 
year since they were started in 
1933. Reflecting both adequate 
earnings and sharply reduced 
working capital needs as com- 
pared with the war period, the 
dividend was boosted to $3 last 
year, a record figure. Since the 
start of 1947 the stock has 
ranged between 17 and 3714, and 
is currently around 36. Its bull- 
market high, made in 1945, was 
5514. The stock of any company 
dependent on armaments spend- 
ing will always be priced conser- 
vatively on earnings. But as air- 
craft issues go, Grumman would 
be this column’s first choice. The 
absence of important commercial 
transport business seems no hand- 
icap. There is not enough air line 
business to yield more than rela- 
tively small profits to any of the 
aircraft makers who put emphasis 
on it. 


Pipe 


Among the remaining tight 
supply situations in the economy, 
none is tighter than pipe; whether 
the cast-iron type used mainly in 
water lines, or the large steel pipe 
used in oil transmission lines, as 




















Grumman casings for oil wells, etc. The 
There is no doubt that the Gov- (Please turn to page 503) 
DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1947 1946 
American Tel, & Tel. & subs... 12 mos. Nov. 30 $7.62 $9.98 
Consolidated Grocers . mre 24 wks. Dec. 13 1.78 3.55 
rcee tr ra aienent se a ea Year Sept. 30 .05 .07 
Gobel (Adolf) Year Nov. 1 .03 50 
Grand Union ........... 9 mos. Nov. 29 4.84 5.21 
one -Bevaw® 2, 6 Simieee Maw a6 1.37 1.39 
Madison Square Garden. 6 mos. Nov. 30 31 85 
Manhattan Shir? kt .. Year Naw. 36 5.02 5.40 
Seiberling Rubber . 9 mos. Sept. 30 12 2.76 
Spencer Shoe =. Year Nov. 29 26 1.17 
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Which Industries Offer Best 
Prospects For 1948 





(Continued from page 460) 
brands and a revival of intense 
competition among distillers. It 
also brought, later, a sixty-day 
production holiday to save grain 
supplies and the prospect, mean- 
while materialized, of continued 
restrictions on output. Just how 
long these will be in effect remains 
to be seen. Undoubtedly, for 
some time, grain supplies for dis- 
tilling purposes will remain on a 
strict quota basis permitting pro- 
duction of no more than a few 
days monthly, if that much. 

There won’t be any liquor 
shortage, however. Rather the 
grain restrictions will cut liquor 
output sufficiently to stabilize 
prices and prevent cut-throat com- 
petition. Demand is still running 
well below 1946 and there was 
some fear that this may ulti- 
mately lead to price cutting. In- 
ventories of whiskey amount to 
some 480 million gallons, com- 
pared with the low point of 341 
million gallons in December 1945 
and with a peak of 516 million gal- 
lons at the end of 1942. After al- 
lowing for evaporation, stocks on 
hand will be around 400 million 
gallons. 

These are ample to maintain 
sales at current levels or better. 
But the grain restrictions (to 
about one-fifth of former normal 
monthly grain use) to the con- 
sumer will mean continued scarec- 
ity of fully aged whiskey and con- 
tinued emphasis on blends. With 
immediate sales potentials unaf- 
fected, distillery profits may be 
expected to continue around cur- 
rent levels. Distilling stocks de- 
clined sharply in 1946 on fears of 
widespread price-cutting and a 
marked deterioration of earning 
power. While profits have declined, 
earlier fears proved exaggerated 
even after allowing for earnings 
well below the exceptional 1946 
profits. Some of the shares now 
look undervalued in relation to in- 
dicated earnings but the unsettled 
industry outlook is likely to con- 
tinue to affect market action ad- 
versely. 


TOBACCOS: Shipments of ciga- 
rettes last year are estimated at 
about 365 billion, a 3.7% gain 
over 1946 and a fifteenth consecu- 
tive new record for the industry. 
Domestic consumption is placed 
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at around 336 billion or 4.5% 
higher than in 1946. While home 
consumption is likely to hold up 
well, continued declines in tobacco 
exports are indicated because of 
dollar shortages in many impor- 
tant market areas. Unit sales of 
cigarettes are unlikely to fluctuate 
widely over the near term and 
changes in selling prices are im- 
probable with the cost of tobacco 
the most important factor affect- 
ing earnings of the cigarette com- 
panies. These in 1948 will prob- 
ably not reach the expectations of 
a few months ago but should con- 
tinue not far below recent levels. 
Leading cigarette company shares 
still have attraction in view of 
relatively stable demand and the 
likelihood that tobacco prices will 
decline over the longer term. 

Cigar consumption continues at 
a good level but there has been a 
marked shift from high priced to 
medium or low priced cigars. af- 
fecting dollar sales value which 
last year dropped to an estimated 
$475 million from $520 million in 
1946. This factor is likely to be 
felt in 1948 as well, though unit 
sales may not vary a great deal 
unless there is a marked deterio- 
ration in personal income and 
purchasing power. While most 
cigar company shares are more 
speculatiye, current prices make 
considerable allowance for longer 
range uncertainties. 


AIRCRAFT MANUFACTURING: 
Plane builders suffered an esti- 
mated $100 million onerating Joss 
in 1947 compared with $81 million 
in 1946 but profits are likely in 
1948. Gross revenues last year 
were more than $1.15 billion fol- 
lowing similar volume of the pre- 
ceding year, but many companies 
failed to place their operations on 
a profitable basis. This loss ex- 
perience basically was due to the 
low level of military plane produc- 
tion and the disappointing finan- 
cial results of most commercial 
airlines which led to sizable com- 
mercial plane order cancellations. 
These are not expected to be dupli- 
cated in the current year, and 
military airplane orders are likely 
to be stepped up in line with rec- 
ommendations of the Air Policy 
Commission for huge expendi- 
tures for military aircraft in the 
years 1948-49. Some new and siz- 
able military orders have already 
been placed and others are likely 
to follow if the Commission’s rec- 
ommendations are implemented. 


Entering the new year, the air- 
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craft manufacturers hold an or. 


der backlog exceeding $2 billion > 


which is thought dull for impor. 
tant enlargement when Congress 
approves appropriations now be. 
ing asked for military purchases, 
Even without any increase in the 
present backlog, delivery of air- 
craft products in 1948 will prob- 
ably surpass the 1947 total and be 
sufficient to return the industry 
into the “black” financially. Only 
$150,000,000 of the current back- 
log represents commercial busi- 
ness. 

The improved outlook, however, 
may not apply to all companies 
alike. Most concerns may obtain 
larger research and development 
contracts but military production 
orders will remain concentrated 
on selected designs of individual 
companies that comply with or- 
ganizational plans of the Air 
Force. Certain companies, there- 
fore, are better situated than 
others and high selectivity is 
necessary in any commitments in 
the aircraft field. Being highly 
speculative, aircraft shares are 
selling at low _ price-earnings 
ratios. More recently they have 
returned to a good deal of specu- 
lative favor, on a highly selective 
basis, reflecting the greater op- 
timism generated by prospective 
larger military orders. 


AIR TRANSPORT: The air lines, 
though setting new traffic volume 
records last year, had to battle red 
ink as costs mounted, but they are 
hopeful for a good year in 1948. 
The mishaps and heavy losses of 
1947 are expected to give way to 
profits and greater safety. Net 
losses last year may aggregate as 
much as $13 million coimpared 
with $6 million in the preceding 
period, despite the fact that 
domestic airlines carried over 
thirteen million passengers, a 
7.7% gain over 1946. Revenue 
passenger miles totalled about 6.3 
billion, a 5.6% gain. Air mail 
dropped 0.6 of one percent to 32.7 
billion ton-miles. Outstanding fea- 
tures of 1947 operations were a 
substantial increase in air freight 
and a tremendous rise in overseas 
traffic volume. Broadly speaking, 
1947 was a painful paradox. What 
about 1948? 

Despite past disappointments, 
there is a good deal of optimism 
regarding the outlook in air line 
circles. Higher fares and retroac- 
tive mail pay awards should im- 
prove financial results this year, it 
is hoped. Upward adjustment of 

(Please turn to page 504) 
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Keening Abreast of Yadustrial : 





According to E. A. Duncan, Chairman of Com- 
mercial Credit Company, full use of all available 
resources is indicated to finance new automobile 
purchases in view of increased selling prices and 
expanded production. Estimating earnings for his 
company last year in excess of $3.50 a share, the 
chairman pointed out that there was every reason 
to expect substantially better results this year even 
with a mild recession in general business. 


Substantial increase in plant capacity and greater 
productive efficiency should be of some help, stated 
Celanese Corporation, in bringing the supply of 
chemical fibers closer to demand. On the basis of the 
situation prevailing last year, the company expects 
a continued high level of demand and a further 
appreciation of sales volume. 


Pacific Gas and Electric Company points out that 
with a gain of over 3,000,000 in California’s popula- 
tion since 1940, this fast-growing state has already 
passed the 10,000,000 mark. Keeping in pace, its 
electric and gas utilities established new high rec- 
ords in substantially all major activities and further 
progress is anticipated in 1948. The company thinks 
it likely that the long series of rate reductions 
which has marked the progress of the industry in 
California, has now been terminated, at least 
temporarily. 


Chemical production set an all-time record in 
1947, according to a statement made by Charles S. 
Munson, president of the Manufacturing Chemists 
Association. Mr. Munson, who is also president of Air 
Reduction, declared that this year may see produc- 
tion go even higher, provided reasonable world 
stability is maintained. 


Belief that Government price control would not 
correct inflation was expresed by F. L. Whitmarsh, 
president of the National American Wholesale 
Grocers Association. He indicated that Government 
controls could stifle production at all levels and 
further increase the shortage of supplies. 


Continued heavy demand for rubber goods, ac- 
cording to H. H. Firestone, Jr., president of Fire- 
stone Tire & Rubber, will keep the rubber industry 
producing at rates far exceeding those of prewar 
years. This is due mainly to the fact that pipelines 
of distribution have not yet been completely filled in 
the face of substantial needs. 


Pointing out that it would take about 20,000 diesel- 
electrics to replace the 35,000 steam locomotives on 
American railroads today, R. B. McColl, president of 
American Locomotive, said there is a big market to 
be won. He stated that his company is now doing 


almost 40% of the diesel-electric locomotive business 
th the country. 
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Ability to produce more and more with less and 
less human effort is one of main benefits of our free 
enterprise system. According to theBank of America, 
in 1870 only 12% of the energy used in this country 
was mechanical, with 15% being produced by human 
power, and 73% by animal power. Today machines 
produce 95% of our energy, while human beings and 
animals produce only 3% and 2%, respectively. 


While of the opinion that synthetic rubber would 
attain high quality and low cost production earlier 
under free private enterprise than under government 
operation, H. E. Smith, president of United States 
Rubber, recommends that the transfer of such plants 
from government to private hands be delayed until 
sufficient natural rubber has been accumulated to 
make the country secure. 


Completing the quarter-century mark, Emerson 
Radio and Phonograph showed the highest level ever 
recorded with net sales of $32,658,122 for the fiscal 
year ended October 31, 1947, compared with sales of 
$23,088,882 for the previous fiscal year. To date the 
company has sold approximately nine million units. 


To eliminate guesswork in the measuring of engine 
usage, the “Power Recorder,” first device of its kind, 
has been developed by the Kollsman Instrument Di- 
vision of Square D Company. The instrument prom- 
ises to be of real value to all commercial airlines as a 
practical means for determining the time for the 
servicing of engines, thus increasing operating effi- 
ciency and economy in maintenance. 


Sales of St. Regis Paper Co. for the final 1947 quar- 
ter approximated $36 million and since profit margins 
show no important change, earnings for the full year 
are indicated at around $2.65 a common share, subject 
to possible year-end adjustments. Sales potential of 
the company for 1948 is estimated at over $160 mil- 
lion, as a result of completion of additional produc- 
tion facilities. 


A new, fully automatic paint machine which cleans, 
rustproofs, paints and dries a variety of parts in the 
record time of one hour and 42 minutes has been put 
into operation by the Control Division of General 
Electric Co. Up to 12,960 pieces pass through the 
huge automatic device in one hour, affording enor- 
mous time saving. 


Last year’s increase in telephones installed by New 
York Telephone Co. was some 415,000, bringing the 
total served by the company in its state-wide ter- 
ritory to more than four million at the year’s close. 
Though new applications kept pouring in, the com- 
pany was able to reduce the waiting list from 436,000 
to 276,000. 
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Capital outlays by 
business, estimated at 
$4.1 billion during the 
first quarter, will be only 
slightly under the $4.4 billion peak established in the final three 
months of last year, and about $1 billion more than actual ex- 
reap e during the first quarter last ‘ih They may even be 

igher, for past experience proved such estimates were usually 
on the conservative side. 

This relieves fears of an early end of the capital expansion 
boom, is bullish for a continued high level of overall activity. 
Yet a note of caution may not be amiss. In the event of a 
further strong price rise, 
many industries may con- 
sider expansion at present 
price levels unwise, may pre- 
peg fer to shelve plans or drop 
aig iad them altogether. Thus trend 
200 Pe i beyond first quarter will be 

keenly watched by business 
E observers. 
However, barring price 














BUSINESS ACTIVITY 


PER CAPITA BASIS 


190 — excesses, the capital boom 
appears to have a long life 

” seul of it, thus may prove 

180 far from a temporary prop 
for the economy even under 

4 Two mildly recessionary condi- 
WEEKS tions, Industrial expansion 

as been lagging ever since 

the Thirties and is far behind 

the country’s needs, A rea- 

160 — ven sonable case can be made 


that price readjustment — 
when it comes — should spur 
rather than halt expansion. 
It would be stopped short, of 
course, if a bust should 
threaten. For few industries 
would dare expand further 
while markets shrink. 


ll 


Inventories 


It's a different story when 
it comes to inventories. 
Overall ratios to sales con- 
tinue well below prewar 
levels and acccumulation 
appears to be flattening 
out, at least in terms of 
physical volume. Any down- 
trend in prices would quick- 
ly stop buying, and liquida- 
tion of inventories in case of 
a decline in sales would pose 
a greater potential threat to 
maintenance of production 
and employment than any- 
thing else. Price readjust- 
ment, it can be seen, will be 
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BY THE BUSINESS ANALYST 


no unmixed blessing, will create a great deal of uncertainty, 

However, it's hardly an early prospect, despite the fact that 

prices and income continue to move further out of adjustment. 
Prices 

Price policies have begun to reflect the impending drive by 
unions for a third round of wage increases. Individual trends 
are mildly conflicting as competition appears to be forcing 
a few reductions—if only in certain fields. The undertone, 
however, is to higher levels. Steel and oil, for example, are 
distinctly tending upwards. 

While the big unions are on record with substantial de- 
mands, it is believed that management has strategical bar. 
gaining advantages this time that may bring about modest 
final settlements. For one, the rise in living costs has been less 
than the new wage demands; also, labor peace is eminently 
desired in an election year. Besides, labor generally has little 
stomach for strikes and resultant income losses. 

Inflation cures, of which we have quite a variety by now 
though none of them so far really effective, are being added 
by labor which offers a 45-hour week for 47!/. hours pay. This 
would mean higher cost production which one can hardly 
view as anti-inflationary. Little wonder the proposal draws 
sharp retort from management and other quarters. A 45-hour 
week at straight time pay would be another matter entirely; 
nothing could spur industrial output more. Unfortunately labor 
shies away from it. 

Consumer Spending 


Consumer spending continues to hold up fairly well, partly 
at the expense of savings. Some observers expect a crucial 
test shortly after Easter, but don't be too sure of it. What may 
happen may merely be a repetition of last year’s experience— 
a temporary dip followed by recovery. Nothing more serious 
may occur, so long as the goods supply is out of line with 
purchasing power. And costs are a serious deterrent to lower 
prices. But here, too, an inkling of impending price downturns 
may markedly affect spending propensities. 


Boom Still Robust 

All this goes to show that prices and price trends remain 
a big factor in the business equation. ge far, there is no 
wavering of the boom and official moves to put on the brakes 
reflect confidence that it can stand some curbing without 
crumbling. It’s no house of cards, or else the Administration 
would hardly dare initiate deflationary breezes by cracking 
down on credit expansion. The President's budget, too, is 
basically deflationary despite certain inflationary aspects. The 
final word, of course, has yet to be spoken by Congress. 


Exports and ERP 


Because exports will be lower this year than last year, the 
“inflationary impact’’ of the European Recovery Program will 
be less than that resulting from fost year’s record volume of 
exports. This holds true even if the full $6.8 billion demanded 
is approved by Congress. Final test will be the size of the net 
export surplus which is bound to shrink due to dollar shortages 
in other parts of the world. 

ERP-intnesified shortages therefore will tend to be more 
selective, affecting relatively fewer areas of the ecoonmy. They 
will be felt chiefly in such lines as farm machinery, coal mining 
machinery, steel, freight cars, electric motors and certain food 
stuffs. All have ben in short supply for a long time. 
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MONEY AND CREDIT—President submits a 1949 fiscal year 
budget of close to $40 billion, 79°/, of which is due to former 
wars and fear of future wars. Federal Reserve Banks raise re- 
discount rate to 11/,°%/,, from former 1%. Rates on 91-day Treas- 
ury bills continue to creep upward slowly. Banking officials see 
further hardening in interest rates this year, with beneficial 
effect upon banking profits, despite rising costs. Bonds and 
preferred stocks show firmer tone; but common stocks turn 
reactionary under political uncertainties at home and abroad. 
Listless demand for common stocks impedes equity financing. 
Prospects are for moderate reductions this year in individual 
income taxes. 


TRADE—December retail store sales 21°/, above November 
and 9°, ahead of December, 1946. Total for 1947 was $118 
billion—18% ahead of 1946. Department store sales in week 
ended Jan. 10 were 8°, above like week last year in dollar 
total. Foreign trade shrinks. 


INDUSTRY—Business activity in week ended Jan. 10 was 
6.8%, above like week last year, against 7.5%, increase for all 
of 1947. National gross product rose to $240 billion last year. 


COMMODITIES—Prices rise; then react. Canada reinstates 
ceilings on meat and butter. World wheat prospects brighter 
for next year; but weather developments will decide. Longer 
range outlook less rosy. 





Business Activity was off fractionally during the week 
ended Jan. 10 to a level 6.8% above last year at this time. 
The dip was caused by a somewhat greater than normal post- 
holiday contraction in check payments, a strike at one large 
oil refinery and closing of another on the East Coast for repairs. 

a. *£ © 


For the month of December this publication’s Business 
Index advanced to 187.7%, of the 1935-9 average, from 183.5 
in November, registering an increase of 9.4°/, over December, 
1946. Fourth quarter average was 184.0, compared with 179.0 
for the third quarter and 170.5 for the final quarter of 1946. 
Average for the second half was 181.5, against 177.9 for the 
first half and 170.9 for the second half of 1946. Average for 
all of 1947 was 179.7, compared with 167.1 for 1946. 

* * 


On a Per Capita Basis, our Business Index in December 
rose to 167.4%, of the 1935-9 average, from 164.2 in Novem- 
ber and 156.7 in December of 1946. Fourth quarter average 
was 164.2, compared with 160.7 for the third quarter and 156.1 
in the final quarter of 1946. Average for the second half of last 
year was 162.5, against 161.3 in the first half and 156.6 for the 
last six months of 1946. Average for all of 1947 was 161.9, 
against 153.5 for 1946. 

* * * 


Thus, as measured by the M. W. S. Index of Business Activity, 
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the nation’s total physical Production of goods and services 
last year topped 1946 by 7.5%. This exceptionally large annual 
gain was due less to the admittedly creditable achievements of 
industry last year than to the discreditable strike tie-ups of 1946. 
For this reason, though inflationary influences may cause a 
further sizeable increase in the dollar total of business output 
(known as the Gross National Product), the actual quantity of 
goods and services produced this year will probably expand 
at a slower pace, and might even contract. It may be that De- 
partment Store Sales, which are still expanding in dollar total, 
but have been contracting in unit volume, may be setting the 
pattern for other lines of business. 


* * * 


There are other indications that Supply at last is beginning 
to catch up with Demand. In a few lines, such as radios and 
replacement tires, the two curves have already crossed. There 
is no need to worry yet over the general Business Outlook; 
but developments will be worth watching. Plants are not going 
to continue to pour out money for expansion after they have 
begun to produce more goods than can be sold without costly 
price concessions. And capital expenditures are the cornerstone 


of prosperity. 
* * * 


Production has already caught up with demand in the Radio 
industry where substantial price concessions, led by General 


(Please turn to following page) 





























































































































Latest Previous Pre- 
Wk. or ‘Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_ Harbor 
MILITARY EXPENDITURES—Sb (e) | Dec. 151.04 1.59.55 (Continued from page 489) 
Cumulative from Mid-1940____| Dec. 362.8 361.7 347.6 13.8 | Electric, are now front-page news. Normally 
sae ak ake ae oie this has always been a highly competitive 
sss eed banitahaninenmnalaiied wit : : : ; field, with many business casualties. If proof 
MONEY SUPPLY—$b of this is needed, just glance at the M. W. S. 
Demand Deposits—94 Centers Jan. 7 48.6 48.7 46.6 26.1 | Common Stock Index, which shows that the 
Currency in Circulation Jon. 14 28.4 (28.7 285 10.7 | Radio group of common stocks at last year’s 
BANK DEBITS—13-Week Avge. close was off 79.9°%/, from the 1925 close, 
New York City—$b. bon 7 8.57 8.56 7.85 4.26 | whereas the market as a whole, as measured 
93 Other Centers—$b Jan. 7 12.67 12.65 13.11 7.60 | by our Combined Average, was up 31.3%, 
PERSONAL INCOMES—$b (¢d3) | Nov. 204.9 204.4 188.4 102.0 As to Tires, Mr. W. P. Litchfield, Chair- 
Salaries and Wages ae 129.4 127.1 117.0 66.2 | man of the Goodyear Tire & Rubber Com- 
Proprietors’ Incomes Nov. 49.9 50.6 47.6 22.8 are d of di th hil 
Satek ail Dita em 15.1 14.9 13.5 10.0 pany s oa ° wen leseisbe t at, while 
Transfer Payments i 10.5 11.8 10.3 3.9 | sales of tires for original shipment this year 
(INCOME FROM AGRICULTURE) | Nov. 23.4 24.3 22.8 10.1. | will run ahead of last year, there will be a 
ieananiaenes - : big enough drop in demand for replace- 
: MPLOYMENT—m (eb) | Dec. . “4 _ = ments to cause a decline of at least 16%, in 
Agricultural Employment (cb), __| Dec. 7.0 8.0 7.2 8.8 , 
Employees, Manufactuing (Ib)__| Nov. 15.9 15.8 15.3 13.8 | the total number of tires sold. 
Employees, Government (Ib)___| Nov. 5.4 5.4 5.5 4.8 ee ‘ . 
UNEMPLOYMENT—m (cb) “nn 16 16 21 3.8 Viewing the business picture as a whole, 
it is significant that, while Shipments of 
pet eC Uleaed (1b4) 18a wel «a we id durable goods during October were 58%, 
urable Goods ov. 175 , ° 
icine dines ii a i we i ahead : ei — . 1946, ae 
FACTORY PAYROLLS (1b4) Oct. 342 337 292 198 Orders booke in that mont were up only 
16°%,. With such a large excess of shipments 
FACTORY HOURS & WAGES (1b) over incoming orders, it is scarcely surpris- 
Moamty Meer ~~. 40.3 40.5 40.2 40.3_| ing to learn from the Commerce Department 
Hourly Wage (cents) Nov. 126.6 125.7 113.9 78.1 ° 
Weekly Wage ($) is. <2 se that the Backlog of unfilled orders on the 
books of manufacturers of durable goods 
PRICES—Wholesale (1b2) Jan. 10 164.5 164.4 140.0 92.2 was no larger at the end of October than a 
Retail (cdlb) Sept. 184.9 181.4 = 164.3 116.2 | Year earlier. This is measured in dollars. On 
COST OF LIVING (163) Sept. 163.8 1603 1489 110.2 | unit quantity basis, unfilled orders must be 
Food Sept. 203.5 1965 174.1 113.1 | off considerably, in view of the large rise in 
Clothing Sept. 187.6 185.9 1659 113.8 prices. 
Rent Sept. 113.6 111.2 108.8 107.8 
Another bit of supporting evidence that 
RETAIL TRADE—Sb supply may be catching up with demand is 
Retail Store Sales (cd) Oct. 10.03 9.33 8.91 4.72 the M. W. S. index of the physical volume of 
Durable Goods Oct. 239° 221 «4192 AI4 ee ee “< 
Non-Durable Goods __ Oct. 764 7.12 699 3.58 | Business Activity which, in the week 
Dep't Store Sales (mrb) Oct. 0.88 0.84 0.82 0.40 | ended Jan, 3, rose to a new all-time high, 
Retail Sales Credit, End Mo. (rb2)_| Oct. 5.41 5.12 3.88 5.46 | reflecting spectacular expansion of 5% 
. hi . e, 
saReeenane wit . the relatively — interval of two 
New Orders (cd2)—Total__| Oct. 257 -260s«a228—Ss«18 ns ny Re en nent enpeatn te 
Durable Goods Oc. 290 292 «248 +~=—-221_~_—‘| beginning to produce results. 
Non-Durable Goods Oct. 236 240 215 157 : 
Shipments (cd2)—Total Oct. 318 315 244 184 Another unfavorable development is con- 
Durable Goods Oct. 338 336 262 223 traction in the excess of our exports over im- 
Non-Durable Goods Oct. 305 300 231 158 ports, an important component of Capital 
Formati i ity. 
BUSINESS INVENTORIES, End Mo. ° mation, essential to prosperity. Our 
Total—$b (cd) Oct. 41.0 40.0 340 26.7 ‘| Exports in November, partly due to the 
Manufacturers’ Oct. 234 23.1 19.6 15.2 | fewer number of business days, were the 
Wholesalers’ Oct. 6.9 6.9 5.3 4.3 | smallest since December, 1946. Imports and 
Retailers’ Oct. 10.7 10.0 9.1 7.2 | the excess of exports over imports also de- 
Dept. Store Stocks (mrb) Oct. 22 2.0 2.1 1.4 





clined substantially. 
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Latest Previous Pre- 
— Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
ally BUSINESS ACTIVITY—I—pc Jan. 10 168.7 169.4 162.8 141.8 eer . : 
ie (M. W. S.)——np___ Jan. 10 189.3 190.0 178.1 146.5 Among individual industries, the Sooth- 
oof INDUSTRIAL PROD.—1—np (rb) | Nov. 192 190 «4183 174 sayers, peering into the 1948 crystal ball, 
Ss — a Nov. 156 154 136 133 see sales of Silverware at least as good as 
* Durable Goods, Mfr. | CNolv. 225 223 214 141 a ~ 
the Non-Durable Goods, Mfr. | Nov. 177 175 173 141 pee “7 — fas nee a ¥P 
' ; a record unit volume of Farm Equip- 
a's CARLOADINGS—t—Total Jan. 10 831 682s B31_—s«é833 P . ' ° 
se, Manufactures & Miscellaneous Jan. 10 384 319 363 379 ment production, tapgeng 1947 by 10 To to 
ni Mdse. L. C. L Jan. 10 104 86 114 156 20%; a record 17 million tons of Fertilizer 
°/ Grain Jan. 10 52 38 56 43 used by farmers; 50 Television stations on 
- ELEC. POWER Output (Kw.H.)m | Jan.10 5,278 4,868 4,853 3,267 the air, and 750,000 television receivers in 
air- SOFT COAL, Prod. (st) m Jan. 10 137 115 138 108 | use, by the end of the year; Steel production 
m- —— nag Jan, |___ — 10 pe an ye be exceeding last year’s peace-time record of 
‘ile : : 5 : : . 84 million tons; a record $15-billion-year in 
: PETROLEUM—(bbis.) m ildi i ili 7 
ar tay ae Foe - “3 is a Building, consuming two million tons of struc 
a Gasoline Stocks Jan. 10 97 94 95 86 tural steel against 1,625,000 in 1947; Car- 
: Fuel Oil Stocks Jan. 10 52 5l 5l 94 ° ° 
ni Heating Oil Stocks peng 47 50 56 55 loadings running 30,000 a week more than 
in i ~ — — a last year—for the first quarter, at least; 
LUMBER, Prod. (bd. ft.) m an. . . . 
Stocks, End Mo. (bd. ft.) b_ Oct. 5.6 5.7 4.3 12.6 | Profits es — pi Gov- 
ernment orders, in place o osses. 
le, STEEL INGOT PROD. (st.) m Dec. 1370 723 5.64.9 
of Cumulative from Jan. |__| Dec. 84.8 77.4 66.6 74.7 * * * 
°/ ENGINEERING CONSTRUCTION But, as Johnny retorted when challenged 
# AWARDS—Sm (en) Jan. 15 66 100 » to distinguish between “Results” and 
ri nrc anurnath — a = eee “Sima ” “Results are what you 
w 
ly ‘ 

MISCELLANEOUS ; ” 
its Paperboard, New Orders ({st)t..........; Jan. 10 185 187 171 165 expect: consequences ore what a ~ 
_ Cigarettes, Domestic Sales—b.......| Nov. 27.3 33.2 27.7 17.1 If the Bureaucrats succeed in regaining 

Footwear Production (pairs)m............| Oct. 46.7 40.8 47.5 34.8 ’ 
nt Pneumatic Casings Production—m.....| Oct. 8.9 Ux, 8.2 4.0 control here, there'll be more — 
“ Motor Vehicles, Factory Sales—t......| Nov. 395 436 371 352 than results. 
j Machine Tool Shipments—$m Nov. 24.5 27.5 26.2 76.4 
s 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
a 


seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
’n Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
(1926—100). 1b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 



















































































‘a and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
in Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
at No. of —_———1947.8 Indexes _————- | (Nov. 14, 1936, Cl_—100) High Low Jan.10 Jan.17 
is Issues (1925 Close—100) High Low Jan.10 Jan. 17 100 HIGH PRICED STOCKS. 89.87 72.58 83.88 81.35 
of 304 COMBINED AVERAGE_____ 148.8 111.5 133.1 129.8 100 LOW PRICED STOCKS_____ 1183.14 1124.35 152.18 147.74 
k 4 Agricultural Implements _. 212.0 143.4 212.0B 206.6 6 Investment Trusts ________._ 62.8 48.3 57.7 55.8 
I Aircraft (1927 Cl—100) 16/.1 108.2 145.2 155.7 3 Liquor (1927Cl—100)__ 933.6 592.1 730.1 712.6 
1, 6 Air Lines (1934 Cl—I00)_ 636.9 410.3 443.6 451.4 8 Machinery _._ Es«d'5S 9.4 123.1 157.1 152.1 
/ 6 Amusement .. 146.0 87.1 90.3 87.1c 3 Maw Order PS 84.2 100.8 96.8 
“ 14 Automobile Accessories ___. 237.4 161.9 199.9 196.4 3 Meat Packing __._—Ss«*'' 2.6 84.9 107.0 105.5 
<] 11 Automobiles __ ns, 30.8 37.7 36.8 13 Metals, non-Ferrous 196.7 137.4 160.1 153.6 
S 3 Baking (1926 Cl—!00)_ ss 24.1 17.4 18.9 18.5 3 Paper 44.1 3h 40.3 38.7 
3 Business Machines __.._____._ 301.6 230.8 261.3 257.8 23 Petroleum 232.2 172.2 230.6 217.1 
2 Bus Lines (1926 Cl—I100)__._ 175.0 116.1 149.3 144.4 20 Public Utilities -»s_s«*134.4 99.9 106.7 105.4 . 
4 Chemicals _.. sa. 223.8 243.9 242.4 5 Radio (1927 Cl—100)___— 23.2 16.1 20.7 19.5 
: 2 Coal Mining i220. 14.0 16.5 15.4 8 Railroad Equipment 80.6 55.8 61.9 60.4 
4 Communication 58.3 40.6 46.7 45.0 23 Railroads 27.2 17.0 23.3 22.4 
- 13 Construction = 48.0 64.2 62.1 3 Realty 32.9 19.7 23.8 23.0 
] 7 Containers a. 7S 291.4 320.1 308.7 2 Shipbuilding —__-_E-—s*d'i' 87.4 116.98 116.5 
8 Copper & Brass. sd''3+ 90.9 101.1 99.4 2 Soft’ Brinks CSRS 462.9 497.9 488.6 
r 2 Dairy Products _ = ——49.7 54.3 55.7 56.8 13 Steel & Iron 121.1 90.7 109.9 105.7 
> 5 Department Stores__... ss 78.6 55.6 61.7 58.7 3 Sugar 68.2 49.3 50.5 49.3d 
5 Drugs & Toilet Articles 223.2 149.4 172.4 167.5 2 Sulphur 253.8 211.0 239.5 239.3 
> 2 Finance Companies 257.1 203.3 216.7 210.0 3 Textiles 143.6 93.8 139.2 137.2 
{ 7 Food Brands ____s«d'902=4 155.2 172.5 170.4 3 Tires & Rubber__._-__-———s«_—‘4i1#.4 28.8 30.8 30.6 
2. Rood: Stores: 2 IRD 63.6 66.7 65.7 6 Tobacco 87.4 65.2 69.3 68.7 
3 Furniture 94.3 66.1 79.1 76.8 2 Variety Stores _.._ Ss 342.5 289.1 319.2 317.6 
3 Gold Mining _._._>_—s«924«.7 694.2 734.5 715.0 19 Unclassified (1946 Cl—1!00) 108.5 83.7 101.2 98.8 
= B—New HIGH since 1946. New LOW since: c—1945; d—1944. 
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Trend of Commodities 





After staying out of the market for more than a month, the 
Government last week resumed purchases of wheat and flour 
with a resulting rise in prices for farm products. This upturn 
halted short of the previous peak and was followed by a mild 
reaction. There are some reasons for believing that the most 
hectic stage of the long inflationary rise in farm products prices 
is over, regardless of what Congress may decide to do with the 
Marshall plan. Winter wheat seeding, which got off to a poor 
start, has continued to an unusually late date. With favorable 
weather the 1948 harvest may yield 1.3 billion bushels, only a 
little short of last year’s record. Farm stocks on Jan. 1 were 
17% above the like date last year and the second largest in 
history. Europe’s wheat crop, which last year was more than a 
third below normal, may a 50%, or ball a billion bushels, 


larger this year. This half-billion increase would be more than 
all U. S. wheat exports from the 1947 harvest. Argentina's 
exportable wheat surplus this year may top last year’s by 
30%, while Australia may have twice as much left over for 
export. Agriculture Secretary Anderson estimates that our 
wheat exports to Europe will drop to around 300 million bushels 
in the 1948-9 and 1949-50 crop years and to 250 million in suc- 
ceeding years. This would leave about a billion bushels from 
our 1948 wheat crop for domestic use. From a longer range 
viewpoint this forecast, taken in conjunction with the circum- 
stance that prices now being received here by wheat growers 
are more than four times as high as in 1940-41, can scarcely 
be construed as bullish. Much depends, however, upon the 
weather. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I\Mo. 3.Mo. 6iMo. 1Yr. Dec.6 
Jan.17 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities 351.2 348.6 349.0 336.6 305.2 302.0 156.9 
11 Imported Commodities__ 295.3 298.5 306.0 304.6 271.9 284.3 157.5 
17 Domestic Commodities__ 392.9 385.4 380.1 359.1 328.8 314.0 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


; 1948 1947 1945 1943 1941 1939 1938 1937 
High 163.0 164.0 95.8 92.9 85.7 78.3 65.8 93.8 
BOW ices . 159.9 1264 93.6 89.3 74.3 61.6 57.5 64.7 
492 


High . 
Low .... 161.73 117.14 93.90 88.45 55.45 46.59 45.03 52.03 


Date 2Wk. I\Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Jan.17 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture — 422.1 415.8 413.5 397.4 373.1 303.0 163.9 
12 Foodstuffs 451.2 448.6 437.8 422.3 366.3 362.0 169.2 
16 Raw Industrials 286.2 286.7 293.0 281.3 265.9 263.3 148.2 


























COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 
. 168.50 175.65 106.41 


1939 1938 1937 
96.57 84.60 64.67 54.95 82.44 
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[he Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


envelope. 


envelope. 


on & wr 


. Give all necessary facts, but be brief. 
. Confine your requests to three listed securities at reasonable intervals. 
. No inquiry will be answered which does not enclose stamped, self-addressed 


- No inquiry will be answered which is mailed in our postpaid reply 


. Special rates upon request for those requiring additional service. 





International Shoe Company 

Please furnish recent earnings and 
dividends of International Shoe Com- 
pany. 

P. T., Saginaw, Michigan 

International Shoe Co. renorted 
net profit of $14,002.017 for the 
fiscal year ended November 30, 
1947, equal to $4.11 per share, 
compared with $1.63 in the pre- 
ceding year. 


Value of all company products 
in 1947 amounted to $304,357,684 
as against $202,458,992 the previ- 
ous year. Total shipments to cus- 
tomers for 1947 were $212,918,- 
192, an increase of $77,886,705 
over net sales for 1946. The 1947 
profit figure is 6.6 per cent of 
sales. A $2.25 dividend was paid 
during 1947. The dividend rate, 


-on an annual basis, was increased 


April 1, 1947, from $1.80 to $2.40 
and again increased January 1, 
1948, to $3.00. The new $3.00 indi- 
cated rate represents a return to 
the highest dividend previously 
paid on the present stock. Provi- 
sion is made for 1947 Federal 
taxes in the amount of $8,591,763. 
The previous year had a net tax 
credit to the profit and loss 
amount of $2,152,414. 


Production in the company’s 55 
shoe factories totaled more than 
54,000,000 pairs of shoes in 1947, 
approximately 11% of all shoes 
manufactured in the United 
States. Compared with 1946 pro- 
duction, this represents a 14% in- 
crease in 1947, a year in which 
total production of the shoe indus- 
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try declined more than 10%. Com- 
pany operates 9 tanneries, rubber 
plant, cotton mill, welt manufac- 
turing unit and other supply op- 
erations. Seven new shoe factories 
were completed during the year 
and construction was started on 3 
more, expected to be completed 
early in 1948. Four new post-war 
shoe plants had previously been 
put in operation. The total post- 
war expansion program consists 
of 19 plants, including four sole- 
cutting operations and a new tan- 
nery. When all new plants are in 
full production, the capacity of all 
company facilities will exceed 70 
million pairs of shoes annually. 
tecent labor contracts provide for 
automatic wage adjustments up- 
ward or downward, within fixed 
limits, in step with changes in the 
Consumers Price Index of the 
Labor Department. Prospects for 
the current year appear favorable. 

Dividen payments totaled $2.25 
per share in 1947. 


Zenith Radio Corp. 


In your January 3rd issue on page 
336, you report that “Phone Vision has 
reached the advanced stages of develop- 
ment by Zenith Radio Corp.” I am inter- 
ested in this development and have been 
wondering whether you are contemplat- 
ing an early article on evaluation of the 
prospect of this new development. Inci- 
dentally, do you see in this any potential 
for Zenith shares on a long term basis? 

C.A., Seranton, Pa. 


Zenith’s engineers are making 
rapid progress in perfecting the 
company’s television development 
known as Phone Vision, first an- 


nounced in July of 1947. Phone 
Vision will permit owners of tele- 
vision receivers equipped with this 
development, for a small fee, col- 
lected by the Telephone Company, 
to receive in their homes the 
latest run movies and newsreels 
via the telephone lines as well as 
the regular free over-the-air-tele- 
vision programs. Phone Vision 
offers the solution to the economic 
problem of television which has 
for so many years delayed tele- 
vision in becoming a great indus- 
try. Zenith is broadcasting Phone 
Vision on the air and over the 
telephone lines every day in Chi- 
cago. These private showings are 
being witnessed by a constant 
stream of competitive radio manu- 
facturers, telephone engineers, 
and by moving picture and broad- 
cast interests. Television receivers 
for sale to the public incorpo- 
rating this pay-as-you-see Phone 
Vision feature, as well as free tele- 
vision, are in the advanced stage 
of development. 

Demand for the company’s new 
Model “75” Hearing Aid from 
owners of earlier models continues 
at a high rate and output is 
steadily increasing. Demand for 
company’s radio receivers and 
other products continues strong. 

Zenith reported estimated net 
consolidated operating profit for 
itself and its subsidiaries for the 
first six months ended October 31, 
1947 of its current fiscal year 
amounting to $1,221.017, after a 
Federal income tax provision of 
$745,071, depreciation, excise tax 
and reserve for contingencies. 
This profit is equal to $2.48 a 
share, compared with a deficit of 
$1.32 a share in the like period of 
1946. Dividend payments for 1947 
amounted to $1.00 a share. 


It is a reasonable assumption 
that further developments of 
Phone Vision may hold favorable 
long term potentials for the com- 
pany though it is naturally diffi- 
cult to appraise at this time their 
actual significance from the stand- 
point of future earnigs. 

(Please turn to page 507) 


493 








A Program for Regular 
Monthly Income 





(Continued from page 477) 
monthly income of about $120. 
Computations are based upon total 
dividend disbursements made by 
each company last year. These in- 
clude both the regular payments 
and the extras. Since most com- 
panies pay their largest extras at 
- the end of the year, this has the 
effect of swelling December’s re- 
turns to above average propor- 
tions. This may not be at all ob- 
jectionable, in view of the fact 
that December is the month of 
Christmas. 

The question may rise in the 
mind of the investor: Why have 
no bonds or preferred stocks been 
included in this program? There 
are two reasons for this: First, 
the recent trend of rising interest 
rates renders bonds and preferred 
stocks vulnerable to further price 
declines ; second, inclusion of good 
grade bonds and preferred stocks 
would make it difficult, if not im- 
possible, to achieve a return of 
close to 6% from our account. 
This return may seem large but it 
is not unduly so in view of cur- 
rent relatively high yields obtain- 
able even from good quality com- 
mon stocks. 

















Total Portfolio 
L 
No. of Shares of Company Recent Market 
Price Value 
30 Amer. Tobacco “B”. $68 $2,040 
50 Anaconda Copper... 33 1,650 
40 Beech Nut Packing... 35 1,400 
50 Chesapeake & Ohio.......... 42 2,100 
80 Commonealth Edison ..... 28 2,240 
50 General Foods ................. 37 1,850 
50 General Mills S47 2,350 
40 MacAndrews & Forbes... 38 1,520 
50 Procter & Gambe.......... 70 3,500 
40 Standard Oil of Calif... 60 2,400 
50 Sterling Drug —............... 35 1,750 
40 United Fruit 200000. |= 55 2,200 
$25,000 














That this program may not 
meet the needs or wishes of all 
investors is readily admitted. But 
some may find it well suited to 
carry into execution the idea of a 
regular monthly income plan. The 
accompanying table lists the sche- 
dule of monthly income payments 
of the portfolio we have made up. 
Since care has been taken in its 
selection, it affords a monthly in- 
vestment income program involv- 
ing no greater risk than is taken 
with any portfolio unplanned as 
far as the regular spacing of divi- 
dend payments is concerned. 
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Admittedly, the extra disburse- 
ments made by the various com- 
panies last year may not be fully 
matched this year, a possibility 
that may narrow the yield rate. 
But by and large, the dividend 
payments should be well main- 
tained; the investments have been 
selected with that objective in 
mind. 





Broader Markets For Coal? 





(Continued from page 483) 


such as coal car shortages, labor 
difficulties, etc. may retard the 
forward progress, but existing 
constructive factors may well 
make for a permanent improve- 
ment of the coal industry’s posi- 
tion not withstanding the uncer- 
tainties that overhang the future. 
While the shift in the past from 
coal to oil has been marked, im- 
posing today unusual strains on 
the oil industry to meet the ex- 
panded demand particularly for 
heating oil, many feel that the 
time has come when coal should 
be used in an increasingly greater 
volume in meeting the nation’s 
heating requirements. Broader 
markets for coal, in short, may 
well be in the offing. 

Considering the industry’s poor 
record, the market of course will 
be extremely cautious in discount- 
ing any such prospect until it be- 
comes more clearly defined. Mar- 
ket action of coal company shares 
has been highly erratic in the 
past. Before the war, for well- 
known reasons, it was distinctly 
below average but the war and the 
attendant earnings recovery wit- 
nessed a very marked improve- 
ment. The 1946 market break saw 
coal stocks follow the general pat- 
tern. But from last year’s low 
point, they have recovered con- 
siderably more than the average. 

Currently coal stocks are sell- 
ing close to their 1946 highs, re- 
flecting not only the excellent 
near term and intermediate out- 
look but in part at least also the 
financial improvement of many 
companies due to high wartime 
earnings. Most of them, poor 
dividend payers in the past, were 
able to step up disbursements to 
stockholders and current dividend 
rates are well covered by earn- 
ings. But price-earnings ratios, 
for the most part, are still mod- 
erate though close to average un- 
der today’s market conditions. 
Some offer excellent dividend 
yield. 


While still highly speculative, 
the shares of the better situated 
companies would seem to have a 
good measure of attraction as 
well. Some of these companies 
are briefly discused in the follow- 
ing which should be read jointly 
with the statistical summary ac- 
companying this article. 


TRUEX-TRAER is engaged in the 
mining and selling of bituminous 
and lignite coal, with mines lo- 
cated in Illinois, West Virginia, 
and North Dakota. Major part of 
output goes to railroads, public 
utilities, and industrial plants. 
Opening of new deep mines and 


extension of mechanization and’ 


stripping operations has enabled 
the company to increase its vol- 
ume substantially during the war. 
Peace-time volume, although less, 
has been well maintained. Greater 
ouput, higher prices, and well- 
controlled costs boosted earnings 
63% for the first six months of 
the 1947-48 fiscal year over the 
corresponding period the previous 
fiscal year. Earnings for the 1948 
fiscal year are expected to top 
$4.00 a share. The quarterly divi- 
dend of $0.25 a share will prob- 
ably be maintained. Large expen- 
ditures for the further mechani- 
zation of mines should result in 
greater production and wider 
profit margins. A high level of 
operations indicated for some 
time to come. 


UNITED ELECTRIC COAL produces 
bituminous coal by open pit, or 
strip mining, with main proper- 
ties located in Ilinois. Bulk of out- 
put goes to the railroads, public 
utilities, and industrial concerns 
through the chief marketing cen- 
ters located in Chicago, St. Louis, 
and near-by sections. By develop- 
ing new operations and investing 
heavily in modern, improved 
stripping equipment, the com- 
pany has been able to improve 
its trade position. Greater ton- 
nage and higher prices likewise 
are boosting the company’s earn- 
ings. They may reach $4.00 a 
share for the fiscal year ending 
July 31, 1948, compared with only 
$1.69 the previous fiscal year. The 
$0.25 quarterly dividend appears 
secure and may be increased. Ex- 
panded output, low-cost opera- 
tions, and sustained demand com- 
bine to make for well sustained 
earnings over the immediate 
future. 


(Please turn to page 496) 
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With the New ALL-ELECTRIC Typewriter 


Achieved by a group of prominent type- 
writer engineers...this new Underwood 


is the last word in performance. 


Watch... you'll set the whole office agog with 
your Underwood All-Electric! The world’s 
most beautiful typewriter. 

And wait ’til they see your work ... pretty as 
a picture! Impressions uniform. Characters in 
line. All carbons clear, neat, legible. 

Your new-found speed comes naturally and 
easily on the Underwood All-Electric . . . be- 
cause every key responds electrically to the 
lightest touch. 

You'll enjoy electrical keyboard-control not 
only of alphabet and numeral keys, but shift 
keys, space bar, tabulator, back spacer and line 
spacer. Touch one of the two Carriage Return 
Bars and your “electrified” carriage returns 
quickly and spaces to the next line. 


Underwood is proud to bring you this first 
completely new post-war electric typewriter. 
It is backed by more than half a century of 
Underwood typewriter manufacturing experi- 
plus many years of making electric ac- 





ence 
counting machines and adding machines. 
This Underwood All-Electric Typewriter will 
be any secretary’s joy, every executive's pride. 
You'll see . . when you have yours. Ask your 
Underwood Representative to demonstrate it 


... today. 


Underwood Corporation 


Adding Machines . . . Accounting 


Typewriters .. . 
. Ribbons 


Machines . . . Carbon Paper . . 
and Other Supplies 
One Park Avenue New York 16, N. Y. 
Underwood Limited, 135 Victoria St., 
Toronto 1, Canada 


Sales and Service Everywhere 
©1947 
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Underwood... 
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- TYPEWRITER LEADER OF THE WORLD 


WEST VIRGINIA COAL AND COKE 
has made the most striking gains 
in the industry largely reflecting 
the increased ouput resulting 
from the company’s development 
and mechanization program. Com- 
pany operates mechanically 
equipped bituminous mines in 
West Virginia, with surrounding 
steel and industrial areas as the 
principal outlets. Indicated earn- 
ings of better than $4.00 a share 
last year, compared to only $1.06 
the previous year, reflect the in- 
creased operating efficiencies, 
larger ouput, and higher prices. 
Profitable barge operations con- 
tributed materially to this show- 
ing. The semi-annual dividend 
was recetnly raised to $0.50 a 
share. With its expensive four- 
year improvement program now 
completed, the company is in a 
_ good position to further strength- 
en its trade position and obtain 
its full share of the current high 
rate of industrial consumption. 


PITTSBURGH CONSOLIDATION is 
the largest commercial producer 
of bituminous coal in the country, 
operating mines in Pennsylvania, 
West Virginia, Ohio, and Ken- 
tucky. Reserves are very exten- 
sive. Bulk of output is sold to the 
railroads, utilities, steel, and 
other industries, with household 
consumption accounting for a 

fair share of the total in certain 
sections. Shortages of coal cars 
has hampered the company’s pro- 
duction but higher prices and 
improved efficiency resulted in 
substantial gains, with last year’s 
earnings estimated at close to 
$6.00 a share, as against $3.90 
the previous year. Plans to spend 
$15,000,000 over the next three 
years for modernization will keep 
dividends conservative, but the 
recently increased quarterly pay- 
ment of $0.50 a share will prob- 
ably be maintained. Company’s 
future is considerably enhanced 
by its joint venture with Stand- 
ard Oil of N. J. to produce gaso- 
line and fuel gases from soft coal. 


POND CREEK POCAHONTAS 
mines various grades of bitumi- 
nous coal used for industrial and 
domestic fuels; also for making 
coke. All properties are equipped 
with modern machinery for 
mechanized mining. Although a 
comparatively small producer, the 
company’s low operating costs 
and high quality product make 
the stock one of the better-grade 
coal equities. Higher prices and 
increased production brought 
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wider profit margins last year, 
and resulted in indicated earnings 
of close to $6.00 a share, com- 
pared with only $2.88 in 1946. 
The recently increased quarterly 
dividend of $0.75 a share appears 
secure, and affords a liberal yield. 
In view of continuing good busi- 
nes conditions and the company’s 
comparatively good earnings rec- 
ord, the stock appears moderately 
priced. 





Can We Beat Inflation 
... and How? 





(Continued from page 468) 


bonds, these have dropped close 
to par. The authorities appear de- 
termined to hold the long term rate 
for government credit at 214%. 
But the big question in the minds 
of many is whether the market 
now rests on a firm enough foun- 
dation to be fully responsive to of- 
ficial support at the new levels, 
or whether a more far-reaching re- 
adjustment in the interest struc- 
ture may ultimately be forced. The 
drop in bond prices that followed 
the lowering of support levels has 
wiped out many millions of dollars 
of paper profits on the books of fi- 
nancial institutions. If the latter, 
for some reason or other, are 
forced to sell any of their bonds, 
the market depreciation that has 
occurred becomes a real loss. 

Prices have been held at the new 
support levels only at the cost of 
heavy purchases of long term gov- 
ernments by the Federal Reserve 
Banks, and while the pressure at 
the moment has abated, the over- 
riding question is whether the au- 
thorities, in spite of their power- 
ful resources, can or will for any 
length of time bear the cumulative 
weight of persistent and wide- 
spread investor selling that may 
occur, should investor confidence 
fail to recover fully from the shock 
it has suffered. 

As far as the paper losses are 
concerned, there is of course in 
most instances no compelling rea- 
son to take them, thus the capital 
position of most institutions in- 
volved will not be affected. And by 
the time these securities mature 
or are called, the paper loss will be 
fully amortized. 

As to the future trend of gov- 
ernment bond prices, or rather the 
future support policy of the mone- 
tary authorities, only time will 
tell. They have declared them- 
selves ready to “take on all 
comers;” present support levels 
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thus will hold for an indefinite 
period. With great and unprece. 
dented powers at their disposal, 
monetary authorities have both 
the power and the resources to 
keep the price of governments on 
any level they wish. Undoubtedly 
they will aggressively support the 
market to keep prices above par, 
and this will be necessary so long 
as inflationary pressures persist, 
Only development of really danger. 
ous inflation, calling for far more 
drastic anti-inflation measures 
than presently envisaged, could 
conceivably cause them to deviate 
from such a policy. 

Important to the smaller invest- 
or, incidentally, savings bonds are 
not affected by the decline in other 
government bonds, since they are 
payable on demand in stated dollar 
amounts. 

Another important factor is the 
inflationary aspect of support 
action, the fact that large scale 
purchases of government securi- 
ties by the Reserve Banks place 
more funds into the market by 
creating new deposits and pur- 
chasing power at a time when 
overall policy is aiming at contrac- 
tion rather than expansion of the 
money supply. Thus the futuren 
need for bond market support 
action is one that will have to be 
compromised with restraint on 
further expansion of bank credit. 

While it is frequently main- 
tained in some quarters that the 
remedy for the present inflation- 
ary situation lies outside the field 
of monetary policy, monetary 
action nevertheless can be an ef- 
fective anti-inflation weapon if 
properly applied. Its drawback is 
that the deflationary effects that 
may ensue, may be difficult to con- 
trol once they have taken hold. In- 
creased production, of course, re 
mains a “must” and greater eco- 
nomy by the government would 
certainly be a desirable adjunct of 





any anti-inflation policy. 

But as the Administration's 
proposed $40 billion budget indi- 
cates, governmental economy is 
not an early prospect. However, if 


the budget is large, it also hold 


one cheering basic fact and that 
is its distinctly deflationary as 
pect arising from the contem 
plated large-scale retirement 
the public debt with surplus tax 





revenues. The budget — whateve! 
else one may say about it — is i 


fact doubly deflationary: (I)f 
Through the drain on individua} 
buying power exerted by con} 


tinued high tax collections re 
(Please turn to page 498) 
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For Profit and Income 





(Continued from page 485) 


Defensive 

This is a good time for conser- 
vative investors to give thought 
to the defensive qualities of any 
stocks held, or to be purchased. 
Two which can be counted on to 
show superior resistance in poor 
markets, and to maintain good 
earnings and dividends through 
any probable business recession 
are Walgreen and Woolworth, 
both retailers of a wide list of 
lower-price products. The former 
is classed as a drug chain, but the 
difference between it and general 
variety chains like Woolworth is 
not great. It earned $3.29 a share 
in the 1947 fiscal year (ended 
September 30), the stock is priced 
at just under ten times earnings, 
yielding nearly 5.8% on the $1.85 
dividend; and the company is one 
of the few retailing outfits with 
a fair chance of showing higher 
profits in the current year. The 
well known Woolworth is paying 
$2.50, including 50-cent annual 
extras, and this rate probably will 
be made “regular”. The yield is 
about 5.5% currently. Earnings 
for 1947 probably were in the 
neighborhood of $4.25 a share, 
and are unlikely to be significant- 
ly lower for 1948. Profits always 
have stood up relatively well 
under even the worst depression 
conditions. The dividend has 
never been cut in peacetime. 
Possibility 

The Dow industrial average, as 
the writer signs off for a fort- 
night, has fallen back to the im- 
mediate vicinity of the December 
and September reaction lows. 
Breaking those, the next key sup- 
port level would be the May, 1947, 
low of 163.21. Whether or not the 
latter is tested on this move, an 
over-sold position probably is now 
in the making and will be followed 
by a good rally. The farther down 
stocks make a stand, without 
breaking 163, the better should 
the ensuing rally be. If cash re- 
serves are adequate, as_ they 
should be, this may not be a good 
time to press selling. It is time to 
be on the lookout for trading buys 
if you are the trader type. Stocks 
capable of advancing well after 
any kind of a selling climax in- 
clude Chrysler, Bethlehem Steel, 
U. S. Steel, Deere, Southern Paci- 
fic, Illinois Central, Atchison and 
International Paper. 
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cutting 


paper-work costs 


319,471 firms i 


8 marks the 75th consecutive 
year of our devotion to this single 
cause: 

Your office paper-work can be 
‘*mass-produced” with the same 
assembly-line techniques used in 
factory production and warehouse 
distribution. 

Here are some of the ways we can 
help you, as we are helping so many 
others: 

Our Punched-Card Tabulating 
Machines, today as for the past 40 
years, are pioneering in the develop- 
ment of new and still faster ways to 
produce management reports auto- 
matically. 

Our Accounting and Calculating 
Machines speed the distribution and 
computation of figure-reports on 
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all phases of production and 
distribution. 

Our Systems of controlling, pro- 
tecting, transporting, condensing 
and storing records produce dra- 
matic savings of time, space and 
money. 

Our Photo Records equipment 
and methods bring the accuracy of 
photography into scores of office 
operations and provide amazingly 
compact storage and protection of 
your vital records. 

On a typical form typing job, we 
showed the user that by switching to 
Remington KMC (Keyboard Mar- 
gin Control) Typewriters he could 
cut his typing time from 31 minutes 
per unit to 18. 


When you call in the Remington Rand man, you're com- 
manding the services of the only single organization that 
can help you win the paper-work “war” on all fronts— 


Remaglon Rend 
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Improving Processes, Lowering Costs 


Through Research 


NOPCO research was brought to a 
new height of effectiveness in 1947— 
both in the development of new 
products and the improvement of 
already successful NOPCO products. 


As a result, you can depend more 
than ever on NOPCO'S versatile line 
of processing chemicals to help you 
to minimize waste and prevent costly 
machine slowdowns and stoppages. 
Today, hundreds of NOPCO prod- 
ucts are helping in scores of ways to 
improve product quality; speed pro- 
duction and lower costs in the manu- 
facture of paper and paper-board 
specialties; textiles, leather, paints, 
lacquers and varnishes; metals, plas- 
tics and lubricants. 

Still other NOPCO products play im- 
portant roles in the shampoo, cos- 
metics, pharmaceutical, food, poultry 
and animal feed industries. NOPCO 
CHEMICAL COMPANY, _ Boston, 
Chicago, Harrison, N. J., Cedar- 
town, Ga., Richmond, Calif. 

NOPCO — Evolved Through Research 











REG. US. DAT. OFF. 


CHEMICAL MANUFACTURERS 











quired to balance it; and (2) by 
the use of a large slice of revenues 
for debt retirement. Together, 
these two elements will likely 
more than offset the inflationary 
impact of heavy government out- 
lays for the various budgetary 
purposes. 

Hence the official reluctance to 
reduce taxes, or if individual tax 
reduction becomes politically ne- 
cessary, to compensate for the re- 
sultant revenue loss by higher 
levies on business as proposed by 
President Truman. Whether this 
would work as expected is doubt- 
ful. Cutting income taxes on low 
incomes is likely to be doubly in- 
flationary without any correction 
in those taxes which promise at 
least longer range deflationary re- 
sults by encouraging higher pro- 
duction through plant expansion. 
And plant investment is definitely 
not encouraged by boosting cor- 
porate taxes. 





Armour vs. Wilson 





(Continued from page 480) 
As for Armour common stock, 


498 


it is evident that almost $200 
million of senior securities lend it 
substantial leverage. In other 
words, earnings per share tend to 
climb fast in good years and re- 
cede at an equal tempo in poor 
periods. In a highly competitive 
industry where even in a good 
year like 1947, Armour earned 
only 1/5 of a cent per pound of 
meat sold and only 1.58 cents on 
each dollar of product, the busi- 
ness obviously is very sensitive 
to volume factors and these in 
turn are tied closely to the level 
of national income. 

One has only to scan Armour’s 
rather spotty earnings record in 
prewar to sense the speculative 
attributes of its common shares. 
Recent action by the directors in 
declaring a quarterly dividend of 
30 cents per share, first payment 
since 1937, however, reflects con- 
fidence in the company’s much- 
improved financial status and en- 
couraging outlook. At a recent 
price of 14, the price-earnings 
ratio of 2.8 and an indicated yield 
of 814% attests to continued cau- 
tious market valuation of the 
stock. All said, though, Armour 


common at current price carries a 
substantial measure of speculative 
appeal. 

Wilson & Company, like its 
competitor, experienced a record- 
breaking year in all divisions dur- 
ing 1947, with volume of $738 mil- 
lion soaring $298 million above 
the showing for 1946. Business 
operations of Wilson and its com- 
petitor, too, involve production of 
many specialities aside from 
meat, such as hides, fats, soap, 
shortening, oils, and chemicals, 
but Wilson achieves important 
diversification in the field of 
sporting goods an item in peak 
demand last year. 

The domestic plants of Wilson 
number about 12, against nearly 
three times that number for 
Armour, and though its business 
is nationwide in coverage, opera- 
tions are more closely concen- 
trated in the middle and eastern 
half of the country. This prob- 
ably lends somewhat of an ad- 
vantage in cost control, for profit 
margins of this concern for the 
past few years have been consis- 
tently wider than those of Ar- 
mour; in 1947 operating margins 
were 3.60% and 2.8% respective- 
ly, as shown in the comparative 
statistical tabulation. Interesting- 
ly enough, net income per sales 
dollar of Wilson amounted to 2.1 
cents compared with 1.58 cents 
for Armour last year though 
bookkeeping adjustments were 
partly accountable for the differ- 
ence. 

Net earnings of Wilson & Co. 
jumped to $15.4 million last year, 
equal to $6.82 per share com- 
pared with $3.43 in 1946 and 
$1.64 in 1945, indicating a steady 
uptrend. The company set aside 
a reserve of $5 million for inven- 
tory values in 1947, increasing 
this item to $8.4 million or more 
than 15% of its latest inventory 
valuation. At the beginning of the 
new fiscal year, inventories of 
$53.4 million were about 7.2% of 
last year’s sales, evidencing a 
sound position. In the past decade, 
Wilson’s turnover has been slight- 
ly faster than that of Armour in 
practically every year, a factor 
that has helped to lend greater 
stability to its net earnings. 

During the 1938-45 period no 
dividends were paid upon Wilson 
common shares, surplus earnings 
after preferred dividends having 
been accumulated to building 
working capital. In consequence 
the company was free of bank 
debt at the end of fiscal 1947, 
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its current ratio was better than 
3 to 1 and it had $62.6 million of 
working capital at its command. 
This sound condition led the di- 
rectors to pay dividends of 80 
cents per share in 1946, 95 cents 
in 1947 and a special of $1 per 
share has just been declared, pay- 
able February 10, 1948. 

Subject to the same “ifs” that 
color future sales potentials of 
Armour, Wilson shares around 14 
appear to have a somewhat 
stronger appeal from several 
angles than the Armour equities 
at approximately the same price. 
While Wilson’s sharp spurt in 
earnings last year probably can 
not hold, due to world food con- 
ditions the company’s medium 
term earnings should remain con- 
siderably above average and its 
strong financial position could 
warrant increasing dividend liber- 
ality. 

Both in terms of book value and 
net current asset value, particu- 
larly the latter, Wilson common is 
better situated while at the same 
time selling at a lower price 
earnings ratio. Additionally, the 
marked reduction of senior 
charges points to relatively great- 
er long term average earning 
power as well as greater future 
earnings stability, a factor that 
should eventually find market 
recognition. 

Both Armour and Wilson com- 
mon have speculative appeal; but 
of the two, we feel that Wilson 
may have relatively greater long 
range market potentialities. 





The Role Of Industry’s 
Profit Dollar 


(Continued from page 473) 


years 1909-1920 American cor- 
porations as a whole paid out in 
dividends an average of 58% of 
their net income, and ploughed 
back the remaining 42% into the 
business. In the prosperous period 
1922-29 the average paid out was 
66%, leaving 34%, which was 
slightly lower than in the earlier 
years and hardly supports the 
theory that “over-saving” brought 
about the subsequent depression. 

Throughout the next nine years 
1930-38 there were no net savings 
by the corporate system, inas- 
much as dividends paid out ex- 
ceeded net income (minus deficits) 





ian aggregate of over $20 bil- 


lion. It was not until 1939 that 
earnings again covered disburse- 
ments, and the average since that 


JANUARY 31, 1948 


ELECTRICITY 


Even before the incandescent lamp was 
invented, Copper had helped make the 
telegraph practicable. For Copper, of all 
commercial metals, has the highest elec- 


trical conductivity. 


Just as in the beginning, Copper is still 
the basic metal of the electrical industry. 
Copper goes into the generators that pro- 
duce electric power ... the wires that trans- 
mit it... the household appliances and 
the electric motors that put it to daily use. 
But high conductivity is only ONE of 


Copper’s distinctive qualities. With its 
alloys, Bronze and Brass, it is highly re- 
sistant to corrosion. It is readily workable 


-.. extremely ductile... unusually durable. 


These qualities of Copper and its alloys 
have made it basic to every application of 
electricity — transportation, communica- 
tions, illumination, refrigeration, and elec- 
tronics. And in the aggregate, a large per- 
centage of the Copper produced by Ana- 
conda and its subsidiaries is utilized by 


the great electrical industry. me 


AnafownA ANACONDA COPPER MINING COMPANY 


ANDES COPPER MINING COMPANY 


CHILE COPPER COMPANY 


GREENE CANANEA COPPER COMPANY 


time has been 52% paid out and 
48% retained. 


The 1930-38 period was a phase 
in industry’s experience that 
critics of today’s high corporate 
earnings are only too apt to for- 
get, or overlook. Pointing ac- 
cusingly to good postwar earn- 
ings, they ignore the “lean cycle” 
with its enormous dividend drain 
on corporate capital, and the ne- 
cessity of making up for this 
drain if the corporate structure is 
to be maintained in a healthy 
state. Postwar earnings, to be 





THE AMERICAN BRASS COMPANY 
ANACONDA WIRE & CABLE COMPANY 
INTERNATIONAL SMELTING & REFINING COMPANY 


true, have gone far in compensat- 
ing for the deficits of the Thirties, 
but the process has been compli- 
cated by inflation of costs and this 
in large degree accounts for the 
relatively timid liberalization of 
dividends in many instances. 
Experience has shown that re- 
tention of earnings is the sound- 
est basis for business growth. It 
has been the major source of the 
large capital funds being used by 
the country’s leading corpora- 
tions. When a business is growing, 
especially in the early stages, its 
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Another Record Breaking Year! 


The issues of securities in which Otis & Co. par- 
} ticipated as a principal underwriter in 1947 totalled 
more than $1,800,000,000, and included the highest 
grade bonds, investment preferred stocks, and both in- 
vestment and speculative common stocks. 


Our underwriting business for the year exceeded 
that of all other Ohio houses combined, both in total 
amount of issues managed by us and in total amount 
of all of our underwriting participations. 


OTIS & CO. 


(Incorporated) 


| Established 1899 
CLEVELAND 


New York Chicago Denver Cincinnati Columbus Toledo Buffalo 


| 
| 


alll 











inevitable mistakes will be less 
costly if its resources are limited 
and have been diligently built up 
from its own profits, rather than 
provided in abundance by some 
outside promoter or lender. 

Financing growth from retain- 
ed earnings, however, is much 
more difficult today than former- 
ly, because of the high level of 
corporate income taxes, which 
now take 38% of net earnings as 
against 19% in 1939, 11% in 
1929, and but 1% prior to World 
War I. Another difficulty is the 
enlarged capital requirements, due 
to the greater amount of plant 
and mechanical equipment needed 
for low-cost and competitive oper- 
ation, and to the higher costs of 
such equipment at present in- 
flated prices. 

In meeting the enormous de- 
mands for war materials plus 
civilian goods, and reflecting also 
the rise in the price level, the 
manufacturing industries expand- 
ed their dollar volume of sales ap- 
proximately 150% between 1939 
and 1944. There was an accom- 
panying expansion of somewhat 
lesser extent in their current as- 
sets and current debt, with only 
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a moderate increase in long-term 
debt, but a very substantial in- 
crease (almost $20 billion) in cap- 
ital funds. These changes are il- 
lustrated in the accompanying 
composite balance sheet giving 
the latest available Treasury sta- 
tistics. (Table II.) It shows that 
although gross property account 
was increased about $10 billion, 
mostly for war plants and facili- 
ties, this was offset by a $7 billion 
increase in depreciation reserves, 
so that net plant account in- 
creased by only $3 billion. 


Since the end of the war, the 
industrial structure has not con- 
tracted, as was expected, but has 
remained swollen and even grown 
larger. According to a new series 
of quarterly estimates now being 
prepared jointly by the Securities 
& Exchange Commission and the 
Federal Trade Commission, which 
are similar to but not strictly 
comparable with the official Treas- 
ury statistics here given, there 
has been an almost uninterrupted 
rise of manufacturers’ inventories 
to a new peak, a substantial addi- 
tion to net property account, an 
increase in long-term debt, and a 
further growth in capital funds. 
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The latter came to a major ex- 
tent from retained earnings, and 
to a minor extent from new capi- 
tal subscriptions. 


These general trends for in. 
dustry as a whole are fairly rep- 
resentative of what has _ been 
taking place with one well-known 
company after another. In order 
to meet the huge deferred de- 
mands for goods, manufactured at 
advancing price levels, industrial 
capital has been absorbed rapidly 
in high-priced inventories, heavy 
receivables, and costly moderniza- 
tion of plant and equipment. A 
large portion of the wartime pur. 
chases of government securities 
has been liquidated, and total cash 
has been maintained only by an 
increase in debt and equity capi- 
tal. Such corporate expansion is 
natural and unavoidable, in view 
of the general postwar price in- 
flation and expansion of total na- 
tional income. With the U. S. dol- 
lar worth much less than before, 
the sights measured in dollars 
have had to be raised. 


Although a great deal of com- 
plaint is being voiced as to the 
“starvation” of the capital mar- 
kets, due to high personal in- 
come taxes and other obstacles 
to the accumulation of savings 
available for individual (as dis- 
tinguished from institutional) in-} to r 
vestment, the actual facts show} edns 
that the total of new money raised} ual 
by corporations in 1947 reached 


all 1 


sub; 

$4.5 billion, which was $1 billion ink 
above 1946 and the highest since I 
1930. This was composed of $3.3 be 
billion in borrowing (bonds and he 
notes) and $1.2 billion in equity re 
capital (preferred and common ae 
stocks). While this 3-to-1 ratiof j'” 
of borrowed to share capital may ' - 
seem high and has been called e a 
“unhealthy”, the long-term rec- inn 
ord of new financing shows in ae 
most years a substantial excess} 2" 
of borrowed capital, as may be 
seen from the third table. i 
These figures may be inter-} able 
preted to show the following hap- g 
penings: (a) Equity capital has be 
been built up not only by the “he 
stock publicly offered, but also by 194: 
retained earnings (see Table I)} 4)... 
(b) the public financing of debt by} 2° 
large companies, having access to i ” 
the investment market at low in- er 
terest rates, has been larger pro- rd 
portionately than the borrowings “ta 
of small companies, not having 2 a 
basis for obtaining much credit a 
and therefore more dependent ei 
upon their own capital; and (c)} “” 
the moderate increase in the over} °° 
JAI 
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Abbott Laboratories 


NORTH CHICAGO, ILLINOIS 


Manufacturers of Fine Pharmaceutical, Biological 


and Chemical Products since 1888 


An Unbroken Record of Dividend 
Payments since Abbott Laboratories 
Stock was first listed on the 


New York Stock Exchange. 


UAL DIVIDENDS PAID* 


z§ 1929 $2.42 


1943 $2.00 
1942 $1.90 
1941 $2.15 
1940 $2.15 
1939 $2.05" 


1938 $1.70 
1937 $2.10 
1936 $2.07’ 
1935 $2.45' 


1934 $2.50 
1933 $2.00 
1932 $2.12 
1931 $2.50 
1930 $2.00 


NO BONDED INDEBTEDNESS 


1947 $3.25 
1946 $2.87° 
1945 $2.20 
1944 $2.20° 





1. 1935—33' % stock dividend 

2. 1936—3-for-1 stock split 

3. 1939—5% stock dividend and rights 
4. 1944—rights voted 
5 


- 1946—2-for-1] stock split and rights 


Common stock, no par value: 1,869,907 shares outstanding 


NO PREFERRED STOCK 


* On basis of total number of shares outstanding at close of each year. | 
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all totals of debt financing fails 
to reveal the sharp rise in indebt- 
edness iricurred by many individ- 
ual companies, now becoming a 
subject of concern by their man- 
agements, investors, and bankers. 


In short, it is dangerous to gen- 
eralize too much from all these 
figures, even though they prove 
that earnings in the aggregate 
have recovered, following the 
short postwar reconversion period, 
to such a high level that business 
had been able to attract a very 
large total of new capital (equity 
and borrowed) to finance a record 
expenditure on new or modernized 
plant and equipment, plus a heavy 
increase in inventories and receiv- 
ables. 


Several qualifications, of course, 
may be made in applying past 
trends to the probabilities for 
1948 and beyond. Reference has 
already been made to the question 
whether the earnings figures 
themselves are in a sense “illus- 
ory” because they include inven- 
tory profits and because there has 
been no stepping up of deprecia- 
tion rates to present replacement 
costs. Another factor is the ex- 
tent that the huge demand for 
goods in 1947 was for refilling 
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distribution “pipe lines’ and 
therefore non-recurrent. Whether 
the heavy export demands will 
continue is another uncertainty. 
Increasing competition seems only 
a matter of time in one industry 
after another, as _ production 
catches up with demand. This will 
inevitably narrow profit margins, 
and the executives of a good 
many large companies have al- 
ready predicted that their mar- 
gins will be squeezed this year. 


Whether current high earnings 
warrant further plant expansion, 
at this late date in the boom 
cycle, is still another question 
raised by the recent announce- 
ments by certain companies of be- 
lated plans involving extensive 
outlays. Profits made in the past 
may be much less significant than 
the amount of new orders being 
received. Although most  busi- 
ness analysts seem (surprisingly 
enough) agreed as to continuing 
good business and profits during 
the “first half of 1948,” they 
frankly admit that the current 
boom cannot last forever and that 
there will be plenty of trouble 
when the downturn comes. 


What may be the immediate 
cause of turning the tide is un- 


known, since economic cycles fol- 
low different patterns. Perhaps 
the most serious threat is the dis- 
parity between prices of foods and 
of other commodities, which is 
throwing consumers’ budgets out 
of balance and forcing a curtail- 
ment of plans for purchase of 
durable goods — homes, automo- 
biles, appliances, etc. This condi- 
tion resembles one of the primary 
causes of the great depression of 
the 1930s—only at that time the 
disparity was between sinking 
prices of farm products and the 
higher price levels maintained for 
manufactured goods. Business net 
income could drop fast if volume 
should begin to recede. 

While the role of profits in the 
future, as in the past, will be a 
vital motivating and regulating 
force in our economic system, 
three transitions that are taking 
place seem likely to become per- 
manent. One is the tendency for 
profit margins to narrow, but for 
the same or larger dollar profits 
to be made because of the expan- 
sion in business volume. The sec- 
ond is that Government will con- 
tinue to take a substantial portion 
of business earnings in taxes. 
Finally, the earnings of the cor- 
porate system are being distri- 
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buted—both in wages to employes 
and in lower costs to the public— 
more widely than ever before, and 
in this way should aid the fur- 
ther long-term growth of industry 
and in raising still higher the liv- 
ing standards of the American 
people. 





Argentina and Brazil — 
Key To South America 





(Continued from page 471) 


pressure may get worse: she in- 
tends to expand food production 
by importing machinery and fer- 
tilizers and by improving rural 
transportation facilities. The Gov- 
ernment is also trying to curb 
speculation, limit markups on 
goods made in Brazil, restrict 
bank credit, and even freeze a 
part of the export proceeds, but 
a with limited success thus 
ar. 


The reasons for inflation in 
Argentina are largely political. 
Unlike Brazil, the problem of a 
food shortage has not plagued 
Argentina. On the contrary, food 
was cheap and plentiful during 
the war, and the standard of liv- 
ing of workers in the rapidly ex- 
panding industries actually in- 
creased as far as food consump- 
tion was concerned. They had to 
pay higher prices for clothing and 
other consumer goods because 
imported goods were few and the 
domestic products were rising in 
price. 

The situation has changed, 
however, since the “Colonel” Gov- 
ernments, and later President 
Peron, began to spend at an un- 
precedented rate on vast defense 
projects and the so-called ‘“Five- 
Year Plan.” The growth of budget 
deficits is shown in the third 
table. By 1947 it had reached 
nearly 100 pesos or $25 per cap- 
ita. The actual deficit for 1948 
will probably be even larger, 
partly because import restrictions 
will result in smaller custom 
revenues, and partly because the 
IAPI, the Government’s monopo- 
listic export and import agency, 
is bound to earn smaller profits. 

The realization that the infla- 
tionary pressure will get gradu- 
ally worse and that, in view of 
the way things are going now, 
an ultimate devaluation of the 
peso is unavoidable, has been un- 
doubtedly the main reason for the 
flight of capital from Argentina. 
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The Central Bank is taking no 
steps to relieve the inflationary 
presure for fear that the Govern- 
ment bond market may take a 
dive. But this is not all. Shortages 
of food have begun to appear, 
partly because of heavy exports, 
and partly because the farmers 
have had little incentive to pro- 
duce. The Argentine farmers 
have had a hard time of it. 

During the war, when they 
could not export much, they re- 
ceived prices actually below the 
then-existing world level, while 
they had to pay at least twice as 
much for domestic products as 
they would have paid for im- 
ported goods. After the war, the 
Government IAPI agency, on the 
pretext of holding down prices 
and preventing inflation — while 
the Government went on spending 
gaily for national defense works 
—has been paying them only one- 
fourth and one-third of what it re- 
ceived abroad for wheat, linseed, 
corn, hides and other products. 
Senor Miranda, the Minister of 
Finance, boasted that the IAPI 
made a profit last year of some 
800 million pesos on the sale of 
linseed alone. 


In protest against the IAPI 
policies, Argentine farmers 
planted last year one of the 
smallest acreages on record, but 
because of unusually favorable 
weather, the new wheat crop and 
probably also the new corn crop 
will be large. Argentine may have 
close to 100 million bushels of 
wheat more for export than she 
had last year. 

In contrast with Brazil, busi- 
ness in Argentina is still highlv 
prosperous. Profits are good, 
building is booming, and there is 
seemingly still an abundance of 
everything. Maladjustment in the 
relationship between prices and 
purchasing power has not gone 
nearly so far as in Brazil, but 
there is danger that, with the 
imports once more restricted and 
the Government spending going 
on unabated, the process will be 
speeded up. 

On the other hand, Argentina 
is far more dependent upon the 
passage of the Marshall Plan on 
its present scale than Brazil. The 
outlook for Brazilian exports of 
cotton, cocoa, rice, castor oil, 
carnauba, hides, meat, pine, dry- 
ing oils and a long list of minor 
exports, constituting about two- 
thirds of Brazilian exports, is still 
very good. Moreover, these ex- 
ports bring largely dollar ex- 


change. The weak export com. 


modities are cotton textiles, 
which are too high, and coffee. It 
seems that Europe’s coffee re 
quirements to be financed under 
the Marshall Plan will be scaled 
down somewhat. In that case, 
Brazil’s coffee exports — amount- 
ing to about one-third of total 
exports — may be smaller, unless 
of course she decides to accept 
inconvertible currencies in pay- 
ment. 

The chances are, then, that 
Brazil will earn in 1948 almost as 
many dollars as she did in 1947, 
particularly if the high level of 
business activity continues in 
this country. Considering that 
Brazil will use only her current 
dollar earnings for the purchase 
of imports from this country, she 
will be able to buy here in 1948 
about $500 to $600 million worth 
of goods (particularly if she gets 
an Export-Import Bank loan and 
continues to draw on the stabili- 
zation credit), which is about as 
much as she was importing dur- 
ing the closing months of 1947. 

Total imports may still be 
about $1,000 million and this is 
an enormous amount of goods for 
Brazil. If our calculation is cor- 
rect, there is little chance that 
Brazil will interfere this year 
with the cruzeiro rate, particu- 
larly since the devaluation, as we 
pointed out earlier, would do 
little to solve her major difficulty: 
the price-purchasing power mal- 
adjustment. 

Argentina is willing to cooper- 
one-half of her exports to Europe, 
stands to gain or lose much more 
by the Marshall Plan. If the ERP 
does not materialize or is modi- 
fied, Argentina, in order to sell 
her surpluses, will have to sell 
for unconvertible currencies, 
which means that she would have 
to extend credits until European 
countries had enough goods to 
repay her. In that case, consider- 
ing that her gold and foreign ex- 
change reserves are exhausted, 
her imports from this country 
would have to be slashed from 
the current annual rate of about 
$750 million to $200 million or 
even less, the amount represent- 
ing her current earnings of 
dollars. 

Argentina is willing to cooper- 
ate on condition that, if the Mar- 
shall Plan is adopted and if she 
sells to Europe at the world 
prices (meaning $3 per bushel 
instead of $5 in the case of 
wheat) we convert her entire 
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trade deficit with Europe into dol- 
lars. There is little likelihood that 
Washington will agree to this 
condition. Some credit will have 
to be extended by Argentina to 
Western Europe. At any rate, 
even with the Marshall Plan un- 
changed, the Argentine earnings 
of dollars are likely to be less in 
1948; possibly not more than 
$400 to $450 million. This would 
mean a further curtailment of 
Argentine imports from the 
United States. 

Unless the European countries 
are in a position to sell Argentina 
the goods she needs and wants, 
she will have to manage with 
smaller imports in 1948. We ex- 
pect, therefore, that the inflation- 
ary pressure in Argentina will 
continue to increase and that the 
eventual devaluation of the peso 
will become unavoidable. But, as 
in the case of Brazil, Argentina 
may “muddle through” for an- 
other year without doing so. 





For Profit And Income 





(Continued from page 485) 
largest maker of the former is 
U.S. Pipe & Foundry, an old com- 
pany with an excellent record. 
Continuous dividends have been 
paid since 1926, usually in fairly 
liberal relation to earnings. The 
earnings last year probably were 
not far from $5 a share, suggest- 
ing a boost in the $1.60 dividend, 
which is well under best prewar 
payments. The stock is around 43. 
There are a number of makers of 
steel pipe. One of the best is 
Youngstown Sheet & Tube, al- 
though pipe is only one of many 
of the company’s steel items. On 
new orders for steel pipe used in 
the oil and natural gas industries, 
deliveries are not promised in 
under two years. It is doubted 
that a general business recession 
could change this. The basic de- 
mand for oil and gas will exceed 
supply for a long time to come. 
Hence, expansion will go on. 





Bank Stocks In The New Year 


(Continued from page 476) 

by strongly entrenched positions 
in a number of foreign countries 
and by operation of numerous 
branches in the New York area. 

Shares of another leading New 
York City bank, the Guaranty 
Trust Comanpy, are currently ob- 
tainable to yield about 4.5% at 
their recent price of 264. 1947 
per share earnings of this insi- 
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headquarters when overseas. 


Topay, businessmen make American Express Foreign Offices their 





They find the staffs of these globe-circling offices know changing 
travel conditions and regulations ...can advise best methods of travel 
...$ecure transportation tickets and hotel reservations in advance... 
provide forwarding addresses for mail...offer concise, accurate infor- 
mation on passports, visas, etc. 

All Offices cash and sell American Express Travelers Cheques to 
protect your funds. They are spendable anywhere you can do business. 

Other vital aids offered by these Offices include foreign exchange, 
foreign collections and letter of credit facilities; arrangements for 
ocean and through bills of lading, customs clearance, and placement 
of marine insurance. 

When business takes you abroad make an American Express 
Office your headquarters for your “Operation Overseas.” 


AMERICAN EXPRESS 
World Service 
65 Broadway, New York 6, N. Y. 


Foreign Offices: Amsterdam, Antwerp, Athens, Augsburg, Bad Nauheim, Bahia Blanca, 
Basle, Berlin (2), Bombay, Bremen, Bremerhaven, Brussels, Buenos Aires (2), Cairo, Calcutta, 
Copenhagen (2), Cordoba, Edinburgh, Enschede, Florence (2), Frankfort am Main (3), 
Geneva, Genoa, Glasgow (2), The Hague, Havana, Le Havre, Heidelberg, Hong Kong, 
Karachi, Liverpool (2), London (2), Lucerne, Manila, Mar del Plata, Marseilles, Mendoza, 
Mexico City, Milan, Montreal, Munich, Naples, Nice, Nuremberg, Paris, Rio de Janeiro, 
Rome, Rosario, Rotterdam, Salzburg, San Carlos de Bariloche, Santa Fe, Santiago del 








tution were reported as $18.28 
against $19.75 for 1946. This 
satisfactory showing was _par- 
tially due to profits of $2.6 mil- 
lion derived from security trans- 
actions and a net recovery of 
about $740,000 on loans previ- 
ously defaulted. Last year’s final 
net of $18.2 milion allowed for 
$2.5 million charged to reserves 
for bad debts. Guaranty Trust’s 
total capital funds at the end of 
the year, $360,666,655 in amount, 
were not only the largest in the 
company’s history but the largest 
of any bank in the United States. 


Estero, Shanghai, Singapore, Southampton, Stockholm, Stuttgart, Tucuman, Vienna, 
Wiesbaden, Zurich. 






In relation to deposits, these capi- 
tal funds were in a ratio of 1 to 7, 
an exceptionally conservative 
showing. Total loans of the bank 
expanded by $104 million during 
last year and income from this 
same source was larger by $1.26 
million than in the previous year. 
Of considerable significance is the 
fact that the gains in loans men- 
tioned resulted from increased 
commercial borrowings, for loans 
secured by Government bonds 
and other securities were lower 
than formerly. 

The Manufacturers Trust Com- 
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pany, with deposits of $2.32 bil- 
lion disclosing a smal] advance 
over 1946, reported that though 
gross earnings gained by $1.2 
million, increased operating ex- 
penses cut final net to $9.7 mil- 
lion or $4.72 per share compared 
with $5.36 in 1946. Wages and 
salaries rose to the extent of $1.85 
million during last year, but a 
reduction of $1.5 million in esti- 
mated income taxes proved to be 
a partial offset. Shares of Manu- 
facturers Trust Company recently 
sold at 49, establishing a yield of 
4.9% on the basis of $2.40 per 
share dividends paid during 1947. 

While space limitations pre- 
clude discussion of all the banks 
listed in our table, it is pertinent 
to note that the average yield 
curently obtainable from invest- 
ments in leading New York City 
bank stocks is close to 4.80% and 
that prices of these shares have 
declined by an average of better 
than 20% in the course of a year 
despite an uptrend in book values. 
All considered, the traditional 
high rating accorded to sound 
bank stocks and the encouraging 
aspects for earnings during 1948 
make it apparent that current 
prices have rather fully dis- 
counted any adverse conditions 
that might crop up during the 
near term. 





Selecting Growth Companies 
for 1948 





(Continued from page 463) 


company with substantia] pros- 
pects for well sustained operations 
leading to new peaks in sales and 
earnings. Emphasis on research is 
an important factor. Company’s 
quarterly dividend of $0.50 a share 
may be supplemented by addi- 
tional extras this year. 


PFIZER & COMPANY is well known 
for its production of penicillin and 
citric acid, in which it ranks No. 
1 in the world, and also produces 
other fine chemicals. Principle cus- 
tomers are the pharmaceutical, 
food, and beverage industries. 
Company has an excellent record, 
having shown profitable opera- 
tions every year since 1901. 1946 
earnings achieved an eight-fold in- 
crease over 1929. Large plant ex- 
pansions and rapid development of 
products contributed to this show- 
ing, with penicillin accounting for 
the major sales gain in recent 
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years. Lower prices for this vital 
product are expected to have 
brought about a decrease in earn- 
ings from $7.17 a share in 1946 to 
a probable $6.00 last year, but may 
augur well for the long term, as it 
should tend to broaden markets. 
On the other hand, higher prices 
are being commanded for citrates, 
with demand continuing heavy. 
Additional plant capacity to be 
completed this year, plus the 
potentialities of new products 
through constant research, impart 
further enhancement prospects to 
the company’s future. The quar- 
terly dividend of $0.50 a share is 
expected to be maintained, with 
the possibility of additional year- 
end extras. 


STANDARD OIL OF CALIFORNIA 
is not only the leading Pacific 
Coast oil producer but it is also 
prominent distributor of natural 
gas in the California area. Sub- 
stantial domestic reserves are sup- 
plemented by extensive foreign in- 
terests, the most important being 
those held jointly with Texas 
Company in Saudi Arabia and 
Bahrein. Products are marketed 
throughout the Western States, 
Central America, Western Canada, 
and Alaska. Company’s record has 
been affected by voluntary produc- 
tion controls; nevertheless, 1929 
earnings were exceeded by an ap- 
preciable margin in 1946. Last 
year saw a further improvement, 
with indicated earnings of better 
than $7.00 a share. This year finds 
a continuation of the strong de- 
mand for petroleum products, 
which should find expression in a 
further earnings uptrend. Com- 
pany’s strong trade position in an 
area whose growth is above that 
of the national average, combined 
with extensive foreign prospects, 
render the stock distinctly promis- 
ing. With the exception of 1911, 
liberal dividends have been paid 
every year since 1908. Current 
quarterly dividend of $0.85 a share 
appears secure and provides a gen- 
erous yield. 


UNITED STATES PLYWOOD COR- 
PORATION is the largest and only 
fully integrated plywood concern 
in the country. Because of the 
many varied uses to which plywood 
can be put, the company made 
rapid progress in the years follow- 
ing 1929. Present corporate set-up 
dates back to 1937, which is the 
starting point of a new series of 
record earnings. Demand for ply- 
wood is so great that the company 


is rationing its output to the 
trade. By holding prices relatively 
low, it is preparing for a broader 
potential market when current de- 
mand slackens. In addition the 
company is continually developing 
new products that are reaching an 
ever-increasing number of major 
industries. Earnings for the fiscal 
year ending April 30, 1948, are ex- 
pected to be well above the $3.71 
reported the previous fiscal year. 
Because of the needs for expan- 
sion and development, dividend 
payments in the past have been 
conservative. Present quarterly 
payment of $0.50 a share was re- 
cently supplemented by a $0.25 ex- 
tra. With the use of plywood in a 
decided growth phase and with 
ample room for additional expan- 
sion, the stock has considerable 
long term appeal. 





Which Industries Offer Best 
Prospects for 1948 





(Continued from page 486) 


basic mail rates are expected by 
most companies and continued 
sharp expansion of freight ton- 
nage is also relied upon to boost 
gross revenues. The passenger 
traffic outlook remains somewhat 
obscure, however, because of sen- 
sitivity to accidents and the vaga- 
ries of weather. Both contributed 
materially to 1947 losses. Once the 
safety record improves and a 
larger number of speedy, non-stop 
flights are inaugurated, passenger 
traffic may extend its basic growth 
record, and new peaks in freight 
tonnage may also materialize. 
The airlines undoubtedly are 
still suffering from growing pains 
which may not ease quickly 
though a promising long term 
future appears assured for air 
transport as a whole. Prospects of 
individual companies vary a great 
deal. In view of recent disappoint- 
ing experience and the indefinite 
intermediate prospects, air line 
shares are selling close to their 
1947 lows and erratic market per- 
formance is indicated. Needless to 
say, they are highly speculative, a 
factor enhanced by relatively weak 
finances of most companies. 


RAILROADS: The nation’s rail- 
roads last year handled the 
greatest peace-time traffic volume 
in history but higher operating 
costs absorbed a good deal of the 
resultant benefits earningswise. 
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DIVIDEND NOTICES 
DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid February 2, 
1948, to stockholders of record January 
26, 1948. 


“A” COMMON and VOTING COM- 
MON: A quarterly dividend of 20 cents 
per share on the ‘A’ Common and Vot- 
ing Common Stocks will be paid Feb- 
ruary 16, 1948, to stockholders of rec- 
ord January 26, 1948. 

A. B. Newhall, Treasurer 


So. 


Deuni 


Framingham, Mass. 

















NATIONAL CONTAINER CORP. 


On January 22, 1948, a regular quarterly dividend 
of 30c per share was declared on the Common 
Stock of the National Container Corporation pay- 
able March 10, 1948 to stockholders of record 
February 16, 1948. 
HARRY GINSBERG, 
Treasuret 








FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day 
declared the regular quarterly dividend of 
$1.25 per share on the outstanding 5% 
Cumulative Preferred Stock, payable 
March 1, 1948 to stockholders of record 
February 6, 1948, A cyprsang | dividend of 
thirty cents ($.30) per share has also been 
declared on the Common Stock, payable 
March 1, 1948 to stockholders of record 
February 6, 1948. The transfer books will 
not close, 

Graham Hunter, 


January 13, 1948 Treasurer 

















CARBON COMPANY 


One -Hundred and Fifth 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share will be paid March 10, 1948 to 
stockholders of record February 13, 
1448, at 3 P. M. 


GEORGE L. BUBB 
Treasurer 














f Crown Cork & SEAL 
AS’ COMPANY, INC. 
PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown 
Cork & Seal semen Inc., payable March 
15, 1948, to the stockholders of record at 
the close of business February 20, 1948. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary. 
January 22, 1948. 
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Assuming a continued high level 
of business activity this year, 
there appear to be numerous sound 
bases for optimism regarding the 
1948 earnings outlook. The ICC 
recognized the need for further 
substantial increases in rail reve- 
nues by granting another 10% in- 
terim freight rate increase on 
December 30 and going into effect 
January 5 until June 30 by which 
time the Commission will have 
acted on the carriers’ application 
for a 30% rise. The latest interim 
increase, along with a previous 
one granted in October, will 
amount to an overall rise of 17.5%. 
Commission action reflects grati- 
fying awareness of the need and 
urgency of rate relief to combat 
higher costs, and on this factor 
plus the promising traffic outlook 
is based much of the optimism 
currently pervading railroad cir- 
cles and investors in railroad 
shares. 


Railway net income in 1947 was 
around $465 million, it is esti- 
mated. Based on the interim in- 
creases now in effect and the pros- 
pect of a final adjustment, net in- 
come this year should come to be- 
tween $700 million and $750 mil- 
lion. Any estimates of course are 
necessarily highly tentative, de- 
pending on how far the railroads 
will be able to restore the balance 
between income and outgo, and 
future cost factors are difficult to 
appraise with any degree of as- 
surance. Still most rail executives 
are hopeful. that 1948 earning's 
will almost certainly turn out bet- 
ter than last year, though actual 
results may still be affected by 
future wage demands. The other 
major problem of the rails — to 
obtain an increase in the freight 
car supply — is on its way to 
solution as shown earlier in this 
article. It is vitally necessary to 
keep rail transportation adequate 
to the nation’s needs. 


Undoubtedly, the rails today are 
in a better position than for a long 
time. Continuation of a high traf- 
fic level is a reasonable expecta- 
tion. Together with higher freight 
rates and increased operating ef- 
ficiency, operating results should 
be gratifying. And any future 
wage demands may well be 
counterbalanced by future rate in- 
creases. However, the rails still 
face heavy expenditures for im- 
provements and rolling stock. In 
part at least, this should be offset 
by a further decline in fixed 
charges, already materially re- 
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duced in recent years by debt re 
tirement and refunding. While the 
market still values railroad earn. 
ings conservatively in view of the 
remaining uncertainties in the 
overall picture, realization of the 
indicated improvement in _ the 
earnings position may well result 
in a more constructive attitude 
towards rail shares. 


UTILITIES: The electric utility in. 
dustry, capitalized at some $13 
billions, managed to meet 1947 
demands for power by the nar. 
rowest of margins, with output 
of electricity passing 305 billion 
kilowatt hours or 13% more than 
in 1946. All along the line, the in- 
dustry made notable progress. 
More than two million customers 
were added last year, and rural 
customers alone rose by 500,000, 
Because of the narrow margin of 
operation, the industry has em.- 
barked on a $5 billion expansion 
program which may come nearer 
to $6 billion. In 1948 alone, it ex- 
pects to add five million kilowatt 
to their capacity. 


Against a sales increase of 13%, 
revenues gained 10% over 1946 
but higher expenses made for 
little change in net income which 
in 1946 was $650 million. Apart 
from higher operating costs, the 
industry is also facing higher 
financing costs in carrying out its 
huge expansion program. To- 
gether this militates against any 
marked 1948 gains in earnings, or 
more liberal dividends. Only about 
one-third of the expansion pro- 
gram will probably be financed 
out of company cash or other 
liquid assets; the remainder will 
require outside financing. This, 
plus rising costs, has been an im- 
portant reason for the relatively 
poor market action of utility 
shares. Obviously it will take time 
to offset rising costs — of what- 
ever kind — by new installations. 


Still, at present prices, many 
shares of operating utilities offer 
excellent yield and therefore re- 
main attractive for income and 
possible long term appreciation. 





As I See It 
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weighing carefully British de- 
mands for aid to insure a 75% 
gain in exports over prewar and 
the French plan for a similar 85% 
increase. 
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Least of all, the Marshall Plan 
should be made a political foot- 
ball. The times are too serious and 
while it is easy to understand Mr. 
Hoover’s criticism as a result of 
our experience in Europe after 
the first war, the situation is not 
at all comparable in view of the 
Russian menace. Nor should we 
permit Mr. Stassen to waste the 
time of Congress with his charges 
against Mr. Pauley and other 
grain speculators. The people of 
this country well remember Tea- 
pot Dome and the scandals of the 
Harding administration. Politi- 
cians are the same whether they 
are Democrats or Republicans. 

Instead, more attention should 
be paid to the Baruch proposal 
which has received applause and 
praise from Congress but very 
little serious consideration. Only 
Mr. Green, president of the Amer- 
ican Federation of Labor, took it 
seriously enough to suggest a 
longer work week to meet the re- 
quirements of greatly increased 
production and lower costs. For if 
we fail to do something about 
that, it will be done for us by out- 
side sources as currency revalua- 
tions abroad are bound to carry 
world prices down. 

The steps taken by Mr. Schu- 
man, Premier of France, cuts 
French export prices in half and 
will have a price-lowering effect 
in the sterling area and elsewhere, 
forcing lower prices for American 
goods in world markets to meet 
competition,—while our domestic 
market will have to adjust itself 
to the prices of imports as soon as 
the output of foreign mass con- 
sumption goods reaches here in 
any quantity. With all these prob- 
lems to solve, Congress should 
avoid political quackery and get 
down to brass tacks. 

Today we stand at the cross- 
roads—the richest and potentially 
the most powerful nation in the 
world—powerful for good, too, be- 
cause we are builders—construc- 
tive builders—who have produced 
the fruits of socialism through 
the system of free enterprise, 
with the highest standard of liv- 
ing for the masses in the history 
of the world. 

But, too busy developing our 
economic structure, we have lost 
sight of the purpose of life, so 
that material selfishness has be- 
come the most important factor 
in our existence. At the same 
time, we have ceased to function 
as a democracy because self-seek- 
ing interests of one group or an- 
other are frustrating the legisla- 
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tion and policies that are essential 
for the well-being of our country. 
Thus today the vast amount of 
appeasement necessary to meet 
the demands of the pressure 
groups could easily wreck the 
country,—a condition that could 
make the greatest as helpless as 
the smallest individual citizen. 

Let Congress therefore be prac- 
tical and live up to its responsi- 
bilities instead of playing politics. 
We know the way to solve our 
problems—and while we still have 
the means, we had better set 
about doing so. 





Answers to Inquiries 





(Continued from page 493) 
Lukens Steel Company 


Please report recent sales volume and 
profit of Lukens Steel Co. 

T.D., Rochester, N. Y 

Consolidated net sales of 
Lukens Steel Co. and subsidiaries, 
By-Products Steel Corp. and 
Lukenweld, Inec., for the fiscal 
year ended November 1, 1947, 
amounted to $52,773,066, com- 
pared to $30,289,067 for the fiscal 
year ended October 5, 1946. Net 
profit, after all income tax adjust- 
ments, was $2,835,701, equivalent 
to $8.92 a share, compared with 
$650.67 for 1946, equivalent to 
$.002 a share. Earnings of the 
company during 1946 were seri- 
ously affected by the strike and a 
shortage of materials which closed 
the plants for a period of seven 
weeks. 

Working capital at the end of 
the 1947 fiscal year was $7,324- 
843, a decrease of $87,938 over the 
$7,412,781 revised comparable 
total of 1946. Property, plant and 











Burroughs 


187th CONSECUTIVE CASH DIVIDEND 


A dividend of fifteen cents ($.15) a share 
has been declared upon the stock of BUR- 
ROUGHS ADDING MACHINE COMPANY, 
payable March 10, 1948, to shareholders of 
record at the close of business January 30, 


S. F. HALL, Secretary 


Detroit, Michigan, 
January 14, 1948. 











equipment show a gross value of 
$20,013,020 for 1947, an increase 
of $1,860,927 over the 1946 figure 
of $18,152,093. Most of this in- 
crease is attributable to the pur- 
chase from the Defense Plant 
Corp. of additional plant and facil- 
ities for Lukenwald, and the ad- 
dition of a sodium hydrive 
descaling plant, believed to be the 
largest and most complete of any 
in the world. Net worth of the 
company also showed an increase 
of $2,179,396 from $13,733,422 in 
1946 to $15,912,818 in 1947. As of 
the end of the 1947 fiscal year, 
Lukens had no outstanding long- 
term or short-term loans. Divi- 
dend payments in 1947 totaled 


$1.00 a share. 
T. D., Rochester, New York 


Sunray Oil 


I know that the proposed merger into 
Sunray Oil of Pacific Western Oil and 
Mission Corp. has been abandoned; but 
I would like to know recent earnings of 


Sunray Oil. 
E. E., Palm Beach, Fla. 

Sunray Oil Corp. in an un- 
audited statement reported net in- 
come of $7,332,046 for the nine 
months ended September 30, 1947. 
These tearnings, equal after pro- 
vision for preferred dividends to 
$1.32 per share on the common 
stock, compare with $2,540,232 
earned for the corresponding pe- 
riod of 1946, which was equal to 
46 cents per share on the common 
stock after payment of preferred 
dividends. 

Gross income for the first nine 
months of 1947 was $26,943,150 
compared with $13,820,570 for the 
corresponding period a _ year 
earlier. Net income before taxes 
was $9,132,046 for the 1947 period 
and $3,079,232 for the first nine 
months of 1946. Figures for 1946 
include only two months of opera- 
tions of Transwestern Oil Co., 
which was merged with Sunray on 
August 2, 1946. Dividends in 1947 
amounted to 50 cents a share cash 
and 5% in stock. Sunray has re- 
cently announced completion of 
six new oil wells and one gas well 
in Santa Barbara Country, Cali- 
fornia. 
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A First Step in Your Program for a 


PROFITABLE 1948 


piel this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 





Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if your 
purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1948 potentialities. 


As a first step toward increasing your profit and income in 1948, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only temporar- 
ily. It will tell you how our personal supervision can assist you to strengthen your 
diversification, income and the enhancement possibilities of your account. We will 
evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF WALL Street. A Background of forty years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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Three great new 


PACKARD EIGHTS ror 48! 


.: OF THIS WORLD—INTO YOUR HEART! 


These stunning new °48 cars couldn’t be anything 
but Packards. . . the very finest cars ever to bear 
the Packard name! 


identity not only preserved, but enhanced! 


New straight-eight engines! 


Three precision-built Packard straight-eight engines 











—with sensational new “Safety-sprint” acceleration! 
New Free-flow styling! 
They’re “out of this world”—with new beauty that 


See the newest in styling and performance—and all 
the other advancements in these glorious new cars 
at your Packard dealer’s! 

>» ASK THE MAN WHO OWNS ONE 4 


steals right into your heart. The rich new beauty of 
Packard Free-flow styling... 


with its proud Packard 


THE EIGHT 





This smart-about-town De 
Luxe Club Sedan is one of 
five new body types in the 
Packard Eight and DeLuxe 
Eight Series. New 130-HP 
Packard straight-eight engine. 















THE SUPER EIGHT 


The stunning convertible is 

one of seven new Super Eight 

fen body styles. All are powered 

Be by the brilliant new 145-HP 
—~ hs 


—" 7 Packard straight-eight engine. 


“4 
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THE CUSTOM EIGHT 


The distinguished Custom 
Touring Sedan is one of five 
new body creations in this 
proud Series. Power: 160-HP 
Packard straight-eight engine. 








Painting by ‘‘homas Hart Benton : ‘‘ Down on the farm — Rice Harvest.”’ 


America the Provider—Food 


— people on short rations lack energy and incentive 
to work, food today is one of the keys to world recovery. 


Favored by good weather, the United States in recent years 
has had unusually large surpluses of food. This is a bountiful 
land. Our resourceful farmers adopt new labor-saving mechani- 
cal devices and new food-raising techniques. The American 
farmer leads the world in the ‘‘per man” output of food. 

The quantity of food shipped abroad during the last crop 
year was estimated at about 15 million tons of cereals and 
three and a half tnillion tons of other foods. This was more 
than half the total of world exports of foodstuffs. 

In processing and distributing this food some 1,100,000 
people are employed, with an annual payroll exceeding $1,700,- 
000,000. The value of food sales at retail last year is estimated 
at $44,000,000,000. 

Trading food for more foreign goods increases prosperous 
foreign trade, one of the goals of the National City’s incomparable 
services for facilitating world commerce. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Hlead Office: 55 Wall St., New York e 65 Branches in Greater New York 


e for color-illustrated booklet describing ‘Overseas Banking Service” 


Every 3 seconds 
@ customer is 
served overseas 


Siri tr Vert Wide Dunk 


48 OVERSEAS BRANCHES 


ARGENTINA CHINA ENGLAND PHILIPPINES 
Buenos Aires Shanghai London Manila 
Flores Tientsin 117, Old Broad St. | Cebu 
Plaza Orce | coromBia 11, Waterloo Place | “lark Field 
Rosario PUERTO RICO 
aes Bogota HONG KONG Sen Juan 


z Barranquilla Arecibo 
Rio de Janeiro Medellin INDIA Bayamon 


Recife Bombay 
(Pernambuco)| S84 Caicutta bo al 
Santos Havana Ponce 
Sio Paulo Cuatro Caminos | JAPAN 
Galiano Tokyo REP, OF PANAMA 
CANAL ZONE La Lonja Osaka Panama 
Balboa Carbarien MEXICO SINGAPORE 
Cristobal Cardenas ieates City URUGUAY 
CHILE Manzanillo Montevideo 
Santiago Matanzas PERU 
Valoaraiso Santiago Lima Caracas 
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